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PROCEEDINGS 


in 

pi 

pj Whereupon »- 

w ANDREW J. SCHINDLER, 

pi a witness, called for examination, having been first 
(ej duly sworn, was examined and testified as follows: 
ID EXAMINATION 

TO BY MR. SHONKA: 

TO Q: Good morning, Mr. Schindler, 

no A: Good morning. 

[ii] Q: My name Is David Shonka,This is Laura 
tin Sullivan-We are attorneys for the Federal Trade 
(til Commission proceeding against Reynolds, 
jui For the record, would you please state sour 
[•a full came and address and age. 

( 16 ] 

[17] 


A: Andrew Jerome Schindler, 55 years old. 

[DELETED] 


Q: Did 1 hear you? 53 years? 

A: Yeah, 

MR. SHONKA: 1 would like to have marked as 
[ 22 ] Exhibit 1 in the deposition a letter that I received 
pi] last evening from Mr. Williams. 
p-4] (Schindler Deposition Exhibit No. 1 was 
( 2 S) marked for identification.) 
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Ml BY MR. SHONKA: 

pi Q: And. Mr. Schindler, I ask you to take a look 

(ji at Exhibit 1 and tell me if you have seen it before. 

A: No, 1 haven't. 

it] Q: Okay.This is a later from Mr,V?ilUams 
re] that sets out various background and personal 
[77 information regarding your career at Reynolds and 
I*] your educational background. 

^ouldiyou take a minute to take a look at 


e know - bottom line is. if there's 
the letter that is - that you'd like to 
if it's correct. 
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s reviews docume 

nly - well, it's not iKif it 
ag left out here isf™ 
fit on here. 

'^vbat is that, sir? 

1 in the Army for fo ur yi 
[227 January of '67 to November t>j 
phi capta ^sto fantry officer, captj 
out.alascr^fcd a year in Vie 
Q: i^lltPweni ihrfll^thc 


experience. 





nktin & 
and then 
urg Area 
F & M was the 

master's 


!’i ^§pMi wcnt throu » h ° ff «e2 

pi Schod^^ortBenning.Geori 
rat was in 1970 that 
dieted - 

red: went back to schdol-nt- 
^nd finished in ‘72 ai F & 

Drk.So between th 
■ College and goin, 
renence. 

[ it says here that y 

i administration from the Wharton School? 
Sir. 

was your specialty? Did you have ~ 
j^you had -1 had a slight 

i in labor relations. But M.BAs, 

[t«i parti<^ufady*feack in those days, were a general 
[177 kind - marketing, finance, operations, research, 
lie) all that stuff. 

(is; Q: Apart from your background at the Wharton 

[ 2 o) School, did you have any training or courses in 
pi] marketing? 

[«l A: Training and courses in marketing other than 
pal atVPhartOn? 
pt) Q; Yes. 

p$) A; No. 1 notice one other thing bcre.lt 


(i; says - oh. I'm sorry, It says "Related Reynolds 
C 2 ) Employees." That’s my - 1 just noticed, only one 

pi daughter is mentioned here. But that's right. 

[ 4 ] Okay. 

[5] 0: All right.You have a daughter who works at 
[B] Reynolds? 

Pi A: Right.That’s Kate. 

Q: And where is she? 

A: She’s in the public relations. 

Q; Does she have a title? 

A: Yes, She does, but I - I don't know it. 

Q: All right. 

A: Probably get mad at me for that one. 

Q: All right.And then it says here, in the 
ns) very first paragraph, that you were going to meet 
iis; with Mr,Williams and Mr.Blynn yesterday? 

A: Yes. 

Q: Did you do that? 

A: Yes, we did. 

Q: Did you meet with anybody else? 

A: Chuck Blixt, who's our general counsel, was 
pz] in the room for -1 don't know - 30 minutes or so, 
[ 20 ] 0: Anyone else? 

[ 24 ] A; No. 

j 25 i Q: Did you discuss your deposition with 
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iij anybody, other than at this meeting yesterday? 
pi A: Huh-uh. No, other than - you know, a 
p] couple people knew 1 was going to be deposed with 
[«] the FTC, but not really discussing the deposition. 

! 5 ] Q: AU right,TeU me. when did you first 

to become aware of the Joe Camel advertising campaign? 
th A: ’When it hit the marketplace and I - it 
pi would have been in October of * 88 .And the Joe 
( 6 ) Camel Campaign was, as I recall -• the 75th 
[to) Anniversary was launched at the time that 1 came 
pij back from Nabisco. 

[is! Td worked at Nabisco for a couple of 
(, 3 ) years, and 1 returned to the company October of 'B 8 
[i 4 ] as the VP of personnel, which is in here. And I 
(isj think that was the time the campaign started, 
ps] That’s when I became aware of it. 

]li 7 ) Q: You had no prior involvement at all then - 
(isj A: No 

P 9 j Q: ~ La shaping it or - 
(201 A: No. 

pi) Q; Okay.And. then, how did you ltam of the 
p 2 ] campaign? 
pi] A: Well. I -1 mean, I -1 guess I saw the 
T 5 M] ads. I mean, I clearly -1 don't remember clearly 
ps) how. I know the campaign was running. I know - _ 
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(<l because 1 was on the executive group - there would 

Pl have been brand reviews and son of updating the 
Pi executive group. And this normally is done on 
l<! brands: Here's what we’re doing in the marketplace, 
(SI and here's the " 75 th Anniversary, you knots’, stuff 
[el tike that. 

Pl It was just being in the company, being in 
I«] executive reviews, and seeing it in the marketplace, 
f>] and talking to marketing people. 

I'WggP^How long have you known Lynn Beasley? 

[14!!*%: J think I pretty much knew - I think I’ve 

S Lynn almost from the time she joined the 
ny, which I think was ’ 82 , or something like 



early on I knew her. 
r? 



jilationship? 


’82 or ' 84 . But fair! 

^Did you ever work' 
fou mean other th 
Xher than - 
AsSYou mean in a re 
firs. Other than - 
HjjThan now? 

Q: Let me put a time li 
P2i . A: No, I never worked with L; 
iwi h(0 i ^'BPrting to me umipPfpIPinto this job. 



^hat.Than now. 
in terms of 



ic senior marketing 


/ ni the head of manu, 
pi i&F&vc years, of course I 
ns 



;, which I was 
ildwork with Lynn and 
ited to the brands 
it, But a reporting 


ow long have you 



Snow Cliff, 

| let me get my 


let with Lynn on iss 
products and things/ 

.only in this^job. 

|How about Cliff Pci 
n him? 

si I think I've -1 fir’-tf 

call,probably in xr|. 

Yeah, mid ’ 89 .When I became the head 
rations and I started to work in that job, 
yeah, somewhere in that time frame is where I 
know Cliff. I believe. 

, . . \nd Dave Iauco? 

litl known Dave for - you know, I think, 

[i®] from when he first joined the company, back in late 
(in 75 or something like that. 

((»] Q: All right. When was the first time you had 
(i$; actual responsibilities for the Joe Camel Campaign? 
poj A: When I became president and chief operating 
PH officer in June of 'S> 4 . 

[zzi Q: And what were your responsibilities with 
p»i regard to the campaign at that time? 
p<) A: Well. I was the president and chief 
ps) operating officer, so I was accountable for all the 
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(*l marketing, sales, manufacturing di.sciplines,and so 

Pl forth,in the company,All the operating 

01 disciplines. So. by virtue of that job, I was 

[4] accountable for what we were doing in the 

[5] marketplace:Campaigns wc ran, promotions. 

[Cl discount - you know, all that sort of marketing 
PI stuff that we do in the marketplace. So - 

i«i Q: I asked you a little earlier about your 
Pl background in marketing in business school. And you 
lie] say that you are responsible beginning in '94 - 
pi) A: Four,right. 

i»n Q: - for the marketing of Camel, And 1 
;i3> take - 

|M) A: Weil, as president, yes. 

(is) Q: Yes. Is there any particular person or 

[it] group of people that you’ve relied on primarily for 
(in advice regarding marketing? 

(101 A: Would be the - the marketing group.And 
[ip] also agencies that we - you know, the ad agencies, 
iwi Q: And by "marketing group," who do you mean? 
pu A: Well. the Lynn Beasleys, the Fran 
p?] Creightons, You know, folks like that.Maz7Jni 
t»t Brown, which has been the agency for Camel for 
K4) years,You know, those types of folks, 
pi) 0 : As president and CEO, to -what degree are you 
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[1] involved in marketing decisions? 

Pi A: Quite a bit. 

Pl Q: On a day-to-day basis. 

[ 4 i A: Quite a bit. Frankly, other than doing this 

isi kind of stuff and being involved in external issues 

[6] and legal issues and all that, I think, for sure, 

[7] the single biggest block of time that I devote In 
pi any particular part of the business is on the 

si marketing and sales side, 

(toi So it’s, you know, continual, constant 
mi environment in development of campaigns, identifying 
(Ul - working with Lynn and her folks with regard to 
li3i identifying opportunities in the marketplace. You 
114] know, dealing with all those issues.It’s, you 
(if) know, a major portion of my time. ui 

(1(1 Q: Okay.The - I'm blank. I'm sorry. Strike 
|i7) that. 

[in] MR. WILLIAMS; Are we done? ^ 

[is] THE WITNESS: I can’t answer that one, - 
roj MR. SHONKA: It's not quite that easy,John, 
pi] BY MR. SHONKA: 

(221 Q: Do you have direct - do you exercise direct 
[331 review over all the advertisements that arc 
p<] published by the - 

psj A: That are actually placed in the market? 


1- 1 

to 


M 

VO 


Record, Inc. - 001 ) 870-8025 ^ « 5 rTlCO AB 1 M 3 S Wd 2 E: 2 T 

http://legacy.library.ucsf.e80/flrakfe]iql®^aM/pt#.industrydocuments.ucsf.edu/docs/rmgl0001 


06 


Pape 9 - Page 11 




ATwiUiW j. suunmAH 

July 2fc, 1S>S>S 


tt-J 


KDI.lXV_ 7LA»S UJUAtW CAjm-VitAlltAX 

MATTER NO. D09285 


Page 13 


Q: Yes. 

A: Ycs.Ycs.T do. 

Q-. And vou review every single ad? 

A: Yes. Review and approve, 

Q: And the same is with promotions? 
A: Yes. 

Q: And is that true across all brands? 


: I can see why that takes the largest block 


m 
t21 
01 
W 
w 

C»l 

m 
m 
M 

[ioi of 

[i ij jKow arc - how do you go about ad 

f.z) apfp^^^What's the process? 

[i 3 l f&R. WILLIAMS; Arc you talking about him 
tui perp^pj? 

[isi Him personally 

.16) THE WITNESS: Qh. me pcr.sfkiilly? 

f|ilS%KA:Ycs. 

[ia; 71|g WljpESS: Well, I’m wriririitedmy work 
ji 4 j styil^yl^c Involved in whatever dvg issue is on 




|rand along the wa 
pi] till - one model, as a brand gn 
Ki three bvigur months working! 
traj partici^r a^execution or ad Canpai: 
p «5 all finp^and th^P&ey a: 

PS) yotpses^into the^S^s off! 



sed to waiting 
d spend 
motion or a 
, when they're 
agrees, 
d show him what 
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(i| groups, and I will typically rely - and onc e in a 
tzi while I'll participate or observe some focus groups, 

PI But with regard to focus groups. I’ll rely on the 

M brands - the brand folks' Imerpietauotv of what 
is; happened in the focus group, or ad agency people 
[«] that have been in the focus group, 

Pi I don't recall, in my time In this job. 
m seeing written focus group reports. It's verbal. 

Pi And then, depending on If it's a new ad 
[io| campaign, for example, something you've never done. 

[itj you go out and do ad - quantitative ad research, 

(!?] where you‘11 show the ads to people and have them 
ii3] rate the ads on likability and Impact and ail that 
|i<] stuff. 

us] And there will be quantitative reviews of 
[lei ad research when we do that.That will typically 
|[i7[ happen if you‘re doing a whole new. campaign that 
tie) you've never done before. 
iis) For example, Winston we now call the 
jpo] Winston No Dull Campaign. Since that was brand new, 
pi) never anything like that done in the marketplace, 
pjj you go out and do ad research, and that's 
[23j quantified. 

p4j Focus groups are what ten people react to. 
usi I - that's a discussion thing between the brand 
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ve or 



in yoti wa'nt jb do. And ins job is| 

Ri disappist'q. I mean, that's one moj 
P! My$*|(§llel is to work with | 
t*l whcr^Sth^issues are, along thjygs&jmd discussing 
^ the issl^What arc the opportunity^ What do we 

Pi AilSSfLi it - anti kind of vliiSi^sS&h them as 
[b] a -ppiiii campaign, for cxa tnpf^ being 
pi dcvditg^And then, when ytpPflPilii the endpoint, 
( os wher^^fey - they and the agency fed they have a 
: or a final ad campaign that they want 
.then we ll all gather together, talk 
jpview it, and agree that we'll go with 
with it. or change it in whatever 
^ds to be changed 

BY MR. SHONKA: 

[in Q: And as pan of that review process, do you 
[is] look at focus group reports and quantitative 

tig analyses - let's break that out. 

poj Do you look at focus group reports? 

pi) A: What do you mean by "focus group repons"? 

I 2 Z] You mean like summary written reports of focus 

pq groups, or - 1*11 tell you what I look at. 

P <] Q: Please. 

psj A: With regard to focus - they'll run focus 
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m people and the ad agent's people that are there. 

Pl 0: So focus groups would more likely - would 
pj more likely apply to Individual executions ol a 
(<l campaign? 

pj A: No.You get focus group opinions on - it 
(n could be on an existing campaign, for example, the 
Pi Joe Campaign that was around for almost ten years, 
pj You do different executions.That's that example. 

Pl You'd go show that to a focus gro up:What 
no) do you think? What do you Like or not like about 
[ni the ad?Thcn we'd all discuss that, 

(i 2 | But, also, if you have a new campaign, like 
ns; the Winston No Bull Campaign, you would do focus 
[i«j groups to get a reaction to the whole |>osliioning, 
ns) the notion of no bull, the product, the series of 
jin executions, and then also do quantitative research. 

[i 7 ] So, once you have a campaign established 
(is) and you’re inside the nature of that campaign, then 

(i9j you'll primarily, essentially rely on focus group 
(Wl feedback for a particular execution or a promotional 
mi Idea or something like that. 

[ 2 ?l Q: We deposed Lynn Beasley here a month or so 
[»l ago. 

CO A: Yes. 

pj] Q; And she mentioned a Reynolds executive 
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0] committee, 
pi A: Yes. 

pi Q: And an operations committee. 

V; A: Right, 

ra Q: Operating committee,As I recall, she said 

m the operating committee meets fairly regularly, 
m A: Yeah. Usually every Monday. 

C^; Every Monday? 

A|For about an hour or so. 

Usually? 

A: Yeah. 

And the executive committee is less regular? 
A: Yeah The executive committee is - really 
els to if I want to meRt with just my - just 
ft reports.The opc^t^P^mmittee has a few 
other people that are, yfm know, in there that are 
direct reports, 
acting with the bu$i 




ut, basically, all of our me 


ating committees 
pij a very quick, informal 


^ She indicated that| 
ccufeve committee has 



rue. 




e that are 
the time. 
g$ are 

every Monday. It's 


rating - that the 
robably only a few 


About how manys 
Maybe two or so. 

Uo you recall the s 

1 remember - I rc^nerQbef one of them.This 
lobably - I'm guessing at tl|s - maybe a year 
ago that we met ttai£ls»$s a - career 
hopmeni issues, < ^’’f§|^§||ii sucS *h com P an y' 
■ because there hat) b|en Succession and things 
fiat nature. 

io in that type of discussion, 1 didn't 
people in there who repotted to people who 
?rtcd to me. So that was the executive 
liuec. 

fop know, that - that's - and then there 
lybc one or two others. But that's the kind of 
pel thing the executive committee meets on. 

(i7] The operating comminee is discussing ail 
(is] issues of the business, whether ft's legal issues, 

pel external, political what's happening In the 

pus marketplace, sales, manufacturing, all this stuff, 
pi) Q; Do you recall the other executive committee 
P 2 ] meetings, the subjects of them? 
i»j A: No, I don’t. 

p<i G: Did either one have anything to do with the 
psi Joe Camel Campaign? 
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[ij A; No, 

ra Q; 1 noticed from your resume that you have 
P! been a plant manager or responsibility for 

Hi manufacturing, l guess on two occasions; is ’dial 

(sj correct? 

in A: 1 was a plant manager from - actually 
in from - officially went to the plant in October of 
m ’81. In January of '82,1 actually became the plant 
(9i manager, when the retiring plant manager left. And 
no; I had that job for five years, until December of 

[uj '86. 

(123 And then, from December - from January of 

(is) '87 to October of ’88.1 was the director of 

[i<] manufacturing at Nabisco Foods up In New Jersey. 

(it] Then l - you know, I just want to - so we get it 
lie) all. I know it’s here,but it may be easier to talk 
(it] about it. 

(i»i Then I came back in October of ’88. and I 
(i»! was the VP of personnel from October of ’83 until 
pc) around July of ‘8?. And then I became the head of 
pi) operations, manufacturing, and all that from July of 
pas ’89 till I got this job in May/June of ‘94. 

[raj 0: Okay. Now, when you were at Nabisco in ’87 
P<1 to ’88 - 
( 2 $i A: Yeah. 
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in Q; - did your responsibilities Include plant 
Pi operations? 

pi A; Yes I had a number of plants and a variety 

MI of products in the foods business. 

is] Q: 'Were any of them at all related to tobacco? 

[6] A: No, no, 

(7) Q: Okay. So In terms of your responsibilities 
(K) for plants and manufacturing as it relates to 

(sj tobacco, it's really two periods, one as plant 
tic] manager from October of '81 to June of '82. 

Hi) A: No.no- 

[i 2 j Q: And through five years after that as - ^ 

|U] A: No, Went Into the plant In October of‘81 
luj and actually started functioning ns the plant m 

lit) manager January of '82 till December of ’86. 
lie] O:’86.Okay.So that’s one period. 

[it] A: Right. 

[i6] Q: And then the second period was your position 

he] as vice president of operations and so on, ’8? to 

BO ’94? 

ri) A: Right. Right. ~ . 

B 2 ] Q: When you were the plant manager, that has - 
pa: what - is that Plant 64? I think I’ve seen - L 
pi] A: Yeah.The plants then had - well, two of 
r *1 them had numbers. It was Number 1 Cigarette and 64 
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[i] Cigarette, and then it was Whitaker Park plant,The 
pi Number 1 and 64 is downtown - we had the downtown 
Pl lacilities at that time. And 64 was one of the 
r*i plants. Had about a third of the company's 
isi production. 

Q: So there was a Number 1 plant. Number 64 
ih plant - 

!«] /^,,Yea4 They don't - they're no longer in 

IS] operation.! 

jioj (feigiff were closed - 

in) 4-r-Uh-huh. 

jivor ofTobaccovillc? Is that it? 
it. 

i you at all tnvoivcd^g'hcn you were the 
ager of Plant 64, with t^^.njUng f° r fbe 
[m TopaccovOlc plant? 



y and - be it a cigar- 
! 2 t] or some machinery on a cui 
t »1 the tobacco in die plant, diffc 
t»l that s^^o'^d install in that 
i ?*1 ol'tixt^^tcst then$$S*#is uli 



Ol directly -1 1 
c plant.We - w 

new generation equipment, new 


what 

itatl new- - 


psi wh^fes^: not to 


Heed ii 


cr or packer 
crc you cut 
o logics 
t that period 
cision 
tbaccovillc. 


project in 
ing tested at 
Of the 


ui |v,’r; $uppOrted LheToba| 
pi tha ^of pieces of tecbnolog 
>ut I was not - I wag 

,1c planning team.Y^u know, we supported 
fple and with testing of ne|t technology 
; and so forth in oij 




ose. 

the time you wcrc-te; 
in the plant, Itaki 



as the 

ginew 
tint was 


ymjiufactunng - 

yes. It had about. - about, as I 
Srd of die company’s production, 
tes? 

( 16 ! A: Well, from ’82 - I’m guessing a little at 
(i 7 ] this ~ to about maybe - most - at least maybe 
nei half of ’85.Then, as Tobaccoville started to come 
[is] up in terms of going on line, which was a gradual 
po] process, then the production of 64 Cigarette 
pi] diminished- 

( 2 ?! So, when I left the plant at the end of 
pii '86, production hud already been significantly 
p.) shifted either toTobaccoville or Number 1 
ps] Cigarette.They were moving it all around. So 
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HI eventually the plant went out of business. 

P! For at least three, three and a half years, 

Pl it was that full third of the company's production. 

I*] and started to come down as the other technology 
|q came On line. 

(6] Q: And, I take it. Plant Number 1 was also 
Pl phasing out of the same - over the same period? 

[at A: Originally, the - eventually, Number 1 
[9] Cigarette closed. In fact. I guess it was in the, 
lio) as I recall, summer of ’89, when I then came hack to 
[Hi that personnel job and became the head of 
(i 2 ] operations. We closed the Number 1 Plant - 
[is] downtown - well, that remaining downtown cigarette 
(i4] plant In that summer of '89, as I recall. Somewhere 
lisi in there. Maybe in the fall. 
jiB] Q: And that was all In favor ofTobaccovillc? 

[17] A; Tobaccoville and Whitaker Park. 

(is) Q: And Whitaker Park. 

lisi And Whitaker Park was also upgraded during 

hoi this period? 

l?il A: Yes.Very much so, 

p 2 ] Q: Now, when you say that Plant 64 had a third 
p»] of producuon, is that true also of Whitaker Park 
jt24] and Plant Number 1? 

( 25 ) A: Well - back when I was there? 


Page 22 


Pegs 24 


in Q: A ballpark number, 
pi A: Yeah. I'm just guessing at this. It would 
131 have been split between - in some fashion, between 
14 ] 64, Number 1 Cigarette, and Whitaker Park. So we 
Pi probably had a little bit more than Number 1 
•■I Cigarette and Whtwkcr Park.A little bit more than 
pi that. Somewhere in that - however you split that 
l*l up. 

[ 9 l Q: For the record, w'hcre is the Tobaccoville 
tu>! plant located? 
lit] A: It's in Tobaccoville. It's - 
(121 Q: That's a town in North Carolina? 

[is] A: A litde community up there. It's near 
(i4j King, North Carolina. It's about 12 miles up 62. 
nsi Q; Twelve miles from Winston-Salem? 
nei A: Yeah. North, on Route 52, of Winston-Salem 
[ii] and - in Tobaccoville. 

(i #] Q; And Whitaker Park is located just outside 

[ib] Winston-Salem? 

I*)] A: No.Whitaker Park Is in Winston-Salem, 
pu It's about - you know', from downtown here, about 
( 22 ] three miles north up the road here, in a complex 
pa] where our R & £> facility is, at Bowman Gray 
p 4 ] Technical Center. So it's about three miles In town 
psi from the Reynolds building. 
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Scaling with the same configuration, there's 

virtually no change. 
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1*1 $ne- 


iiean. it can work <|u|||||gythcrc may only 
- there may be a picC^Ofequipinent that only 
it certain brand sty^^*example, an easy 
vould be short CarocT^astvc call them, Camel 
ilter. It's the only 7^'mifitfheter non-filter 
cite we make. So y§g$||gggf^t equipment 
iated just to that brand Thpe's, you know, 
r nothing else wc cSrnfolT^ccause you can’t put 
s on them. It s by ~bii#*tion wc call 


[ij Now, if you want to change a piece of 
tn equipment to accommodate a different size cigarette, 
pi a different size pack, then you're into a major 
K project. Or fairly major. Depending what it is, it 
p> can take you a while because you have - now you’re 
[«i into changing parts and electronics and all sons of 
[ 7 ] stuff. 

w Q: A few minutes ago you mentioned that if 
pj there’s a change in blend with the line. Do 1 - do 


( 1 «) WGfa lBy way Of example, say, an 85 - 

jit] ^5 nyUlimeter, you said? Is that the right size? 

{i31 ^8^ Uh-huh. 

- Winston that goes into a crush-proof box 
jig pliable run on the same line as an 85-millimeter 
tie] Camel that goes into a crush-proof box. 
ji7] A: Right. 

US] Q; But if one was - but if it were destined 

(i 9 j for a soft pack, then it would go through a 

po] different machine? 

pi) A: Yeah, a soft pack packer.Yeah. 

p 2 ) Q; You would not use the crush-proof boxes? 

(73j A: No.They're - 

p«j Q: Two different sets of machines? 

psi A: They’re different piecesof equipment. 


[to] some cigarettes - do you use some of the same blend 
jnj in different brands of cigarettes sometimes? 

(i 21 A: Yeah, you could. Most - like in private 


jo] label cigarettes, for example, they will have 

ji4] different names, you know, because they're made, in 

[is; effect, on a contract basis for some retailer. And 


jie) they'll have a different - you know, brand name. 
|i 7 ] But the cigarette Itself, the blend, will be the 
pc] same. 

jit) But Winston and Camel products are 
[so] different. 

pi] Q; Right. Okay. I take it all of your answers 


P 3 ] pertain to how things are run today in Whitaker Park 
P3I and Tobaccoville in terms- 
p*l A: Yeah. 


Q: Was that also true when Plant Number 1 and 
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;ij Flam 6A were operating with the old equipment? 

; 2 j A: In what regard? 

> 5 ] O: Not having dedicated lines per brand of 
i»i cigarette? 

[sj A: Yeah. By brand, that's true. I mean, it 
:<;i was - equipment was dedicated by, as tve cab u. 

;/i configuration. 

pii Now, l mean, you could end up with a number 
pj of crtadune^. And I'm thinking back to my days in 
the here we'd always have a fairly constant 

[mi nuiqbcr of machines, for example, dedicated to Salem 
siai 85 which was a lot of volume, and you 

li3] wc^runnihg all the time. 

|i«i An d s^ our menthol machines will be 
(is) menthol because yOUh&it ot menthol in 

(iq thenevruffryou can’t run non-n|^lfSoi products 
(.ri tltn|^m^e machines or yo^!U erW^up giving 
[»sl somcbody^Winston non-menthof^a| has a menthol 
(oi tast^fe^i^sc machines end dedicated, 

poj k«t«l t frA ot because of the 
pm because of 5hc blend or the not by 

[ 2 zi brand Jr's determined by the configuration of the 
pal cigare 
em) Q: 

125) 64. it.mamii'acturedYEmston, Camel, Salem - 
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flow, product 


It] me - Camels - I had 

pj virtual^ifJ the Camel producubs-qi. that tune, 
p] Prcttvf%|h all of Salem.Thc«y^®a more 120s and 
l«! brand^kq that, and a few WirfsfotST^. was - 
is] Q: Ag^i# but. again, single tm«- ri A 
(cj A; A nd^h cn export produc|^g|^iow, product 
[ 7 ] that ypg^^making to - for th^intercational 
P 3 you know, sell e>|pBf|jN^*tlr import into 

(9] thc ? \ lddJl east or Japan c-r wfogaksigl 
no) Q-. l2||£of Reynolds' worldwide manufacturing 
[«l done the U.S.? 

(tzi A: No. this is just - this is the U.S. 

|ta) COmp^HH^-This is all the U.S. manufacturing here. 
t M] Plus, 20/25 percent of our production - total 
ns) prodtf&ggMtrc is for the international company, 

[te] business around the world. 

[iT] And then the international folks - oh, 

(.*1 goodness, they probably have, absent Winston-5alem, 
(is] 20-some different manufacturing facilities around 
roj the world. 

ptj Q: Is, for example, Camel - the Camel brand, 
p 2 ] that is manufactured for domestic consumption here 
R3) in the U.S.? 
pi) A: Right. 

3 $i Q-. Are there plants in other countries that _ 


]t) A«*i 
pj virtual 
pi Pretty 
M brand: 
is] Q: ) 
(GJ A: 4 
pj that y| 

« cor m 

(9] the Mj 
itoi Q'. ’ 
[tt] done 1 
(izi A: i 
paj comp 
in] Plus,! 


(i) also manufacture Camel? 

12 j A: Yes. Germany manufactures it - different 

pi places around the world. 
i*i Q: And they use the same blend? 
is; A: No, I would - 1 would say that the 
I 16 ) cigarette design is somewhat different. 

[7] Q: It’s tailored for the local market? 

!«] A: Uh-huh. Right, 

pj Q: Okay. What is the current status of the Joe 
no) Camel Campaign? 

(nl A: It’s gone. 

M 2 ] Q: When was the decision made to terminate It? 
ns] At As I recall, it was somewhere around May or 
(hi so of last year - wait. wait. Let me get my dates 
[isi right, Yes, of last year. 

[tel Q: And do you recall when the announcement was 
nr) made - when It was made public? 

(iei A: It was a little bit later than that, as I 
(isi recall, I guess the - I believe we started going 
tpo) to market in late summer of '90 - do I have that 
PM right? Let me think, Are my dates screwed up? 

R 2 ] Yeah.That’s right, Once we started to go 

pj] into market last year, the point where we were 
[24] launching what we called the What You're Looking For 
1251 Campaign is when we formally told the press or 
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1 M whoever that we were transitioning out of Joe Camel 
pj to the campaign. 

Pi Q: And then how long did the transition take 
B] from Joe Camel to What You’re Looking For before it 
i5) was completed? 

t«j A: Well, a 1! the billboards and so forth, 

j pj magazine ads, changed as fast as we could get the 
j («] new billboards up.And magazine ads went out, and 
pi point of sale started coming down. So It took 
|[isi several months until essentially all of it was gone. 

Ip V j There was still probably at retail for a 

;(i 2 ) while a few pieces hanging around chat you had to 

Jiu) get down. It took several months to get it down. 

L| billboards and print being obviously the quickest. 

I [is; Q: Yeah. Who made the decision to end that 
|li6] campaign - 
[i2] A: 1 did. 

(Hi Q; - the Joe Camel Campaign? 

[i9] A: l - 

po] O: How was that decision reached? 

PM A: We - let me give you a little bit of the 
(221 evolution of it. 

[M] Q; Sure. 

R4] A; It started out, Lynn and Fran, a process, 

t 2 S] They started back - as I recall, it was late ’95 _ 
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li] io look at Camel brand and do a lot of work with 
pi focus groups, a lot of research, and the equity of 
pi the brand, and that type of thing. And out of that 

evolved a direction to go with the advertising. 

[s; There were two or three different campaigns 
Id that came out of that. Everyone felt that the What 
Pi You're Looking For Campaign, based on the research 

i«^that 3 vjs done, was the direction to go. 


So|as I recall, somewhere in March of last 
A \'t said Okay, let's go to ad research and 


e .so run it in a few selective - a few 

tions in a few selective magazines and see what 
if reaction we get while we're doing the ad 
ich. 

then - that wentg^^^l couple 
months. And then, I'd saypHnewhere in May, June, 
Mod. Lynn and FrajVCarri^to me and said 



[like to go national;;; 
Tng For Campaign 
talked about it fo 
agreed that, if we did th 
npatibic svith.you 
au^ thev were so nr 


sis, that 




se What You’re 


.We all 
it was 

iving Joe out there, 
rent, and that, if wc 
, be coming down 
now’, wc all agreed. 


.fffjvere fine with tha^^ine with that. 
, 2 ; ) said: We’ll go with tbito d that’s it, 

pi Vf&rl And why did you e ffj%g,p mpaign? 
w ,#A: Well, you know, a couple, of reasons. One. 




at had gone on for 
found a campaign 
that we wanted to 


river, 
ad been 


fnow, out of this research ' 
and a half, wc fclt| 

/e were comfonab| 

^ to. I mean, that wa| a J>ig < 
liulc bit of sense th 

ad for ten years and. you know, although people 
iUy liked him, absent all the controversy 
jd him - it's hard to put those two together - 
Jcnow, we felt he’d been around ten years, maybe 
Tiuft prcd perhaps, 

SUi then there's the controversy.You 

[is] know; that was certainly woven into It,You know, 
nn wc never designed Joe Camel advertising to market to 
[iw kids, but the accusation persisted and persisted. 

[io] And every day there's something in the press that 
ro] has just grown and grown. So. yeah, that certainly 
pij played into the equation. 
p 2 ] The big thing is wc felt we had a campaign 
[ 73 ] wc could go to. All those things came together and 
p«l wc said: Let's go. 

rs! Q: Was Steven Goldstone consulted before you 
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(ij decided- 

pj A: What do you mean by "consulted"? 

p; Q: Well - 

HI A; l called him up. Said we had made a, you 
pi know, decision to move on to the What You’re Looking 
lei For Campaign. 

Q: So you talked ro him after you decided, not 


Pi 


M before? 


!*] A: Yeah. Well, we had talked along the way 
Md about - he was aware of the work we were doing. 

[iij You know, we have, usually quarterly what we call 
(t?) operations reviews wilh Steve and folks in New York. 

|i 3 j We had certainly talked about Joe Camel, Certainly, 

[h] over time, talked about the controversy and 

ini everybody constantly up In arms about it. And he 

|iq knew whar we were working on, because we'd brief him 

[ 17 ] every now and then: Here's how this is evolving. 

(ij; So, then, he knew we were in tests with 

[ip] these selective magazines with the What You're 

pci Looking For. $o, you know, we talked along the way. 

And then, when wr got to the, point where wc 
p 2 ) decided we wanted to go national with the new 
l»] campaign, you know, I - basically all it took was a 
pij phone call saying:This is what we're going to do. 
psi He said, You guys sure about this? 
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[i] I said,Yeah, 
p; Fine .That was it. 

PI Q: Did he review the What You're Looking for 
[4] Campaign at all? 

pi A; He had seen it, yes. Wc had shown it to 
16 ) him. 

[7] Q: Did lie approve it? 
pi A: You mean make the decision? 

Pl Q: Well, who made - 

[to; A: He doesn't approve - I make the decision. 

[n] 1 mean, I make the final decision. Lynn and Fran 
[HU $ay:This is what we want to do. Here's all the 
[is; research. All that sort of thing. 

[Mi 1 make the final decision on whether or not 
ns] we're going to do it. and keep Steve briefed and 
del informed as to what is going on. But I've never 
U7] gone to Steve for - not just talking about Camel. 

[i 9 j but any brand. Never gone to Steve and sought . 

mb] approval on whether or not we'd run a certain ad 

R«i campaign. Certainly inform him, make him aware, but 
pi] not go to hint for approval. 

p 2 ] Q; Okay. Does he have any kind of veto over ' ; 

p3) the decisions? " , 

[24] A: He's never vetoed anything. I mean, I- 
pa] and, frankly, in my view, the veto would be, if he 


U1 
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in didn't like what l was doing, he could get somebody 
pi new to do the job. 


pj 


i«i 

(h 


I mean, it's my job to run the business, to 
mj make the decisions.you know, regarding things like 
is) this. And we’ve never been in that situation. 

Q: No 

A: Talk about it: Here's what we’re doing 
(si It's your call. You know. 

(91 Q; On the other hand, if you had said, I want 
(101 to tk»MBw#You re Looking for Campaign, and he said, 
(i u 1 duplt really like it, would you have run it? 

(tej r|g^I§ssMs|Ukcd it. we’d do it anyway. Steve's 


[mj nutjitji advertising expert. I mean - if he had 25 



rente developing ad campaigns and said he 
mething. 1 suppOsctSfrfefrNyhy? 
e had some insightplto it, w-e’d 
e that insight. But^teve"\|ould never 
dn't like 


an. he would nevi 
f do it. 

that's - it's not - if 
pij and wc still liked it, we'd say: 
tznj to go (dp it. 

tr>] Q: Ijl^en'.^pu say he wool 
p*l becatpl^his opcps®!$ sryle 
psi Ayhe&f u’s ncvc^saspene 




came I guess 


[ij it'spjjFnever happened 
PI Q; ijfpme, at any point after 
PI prc5i4ejby|nd CEO of KJR Nal 
1*1 corre^ title? 

[5] A: 'Jg^jifhe's chairman and 


i he - he started asiyggmm|licounsel. 
ji a year later, he wSif^jraipresident, 
fms like it was a qu &j& 3 &®| e.And then 
£CEO until April of 'ikj.Thcu Mike Harper 
■ became chairman and CEO. So he’s 
in and CEO now. 

i§.At any time after he stopped being 

, did he ever suggest to you that the 
i not develop? 
pel A: Well, 1 mean, by that time, wc had been 
(i7) engaged in the Joe Camel controversy for several 
[i»] ycarS-This is not news.This wasn't like a stroke 
mi of enlightenment that there was a controversy around 
po] Joe Camel. 

pi) So you can't separate his general counsel 

pj) time. You know what I mean? Along the way, for a 
cm number of years, there were lots of discussions 
p«] about Joe Camel and that sort of thing. 

psi By the time he became president, l know my 


Pegs 39 

(t) point of view, and I would think his, based on all 
pj the discussions - plus Jim Johnston was, you know, 

01 at that point, you know, my boss in the 
[*) organization. I mean, wc all, 1 think, felc that 
IS] eventually, one way or the other, with all the 
(si Issues swirling around Joe Camel, that, quote, his 
Pi days were numbered. It was just a matter of when 
m and how. 

pi 1 mean that was really, in tny view, the 
[i 0 ] situation that existed. So the notion that Steve 
(mi would suddenly become president and CEO. pick up die 
[isi phone and say,You know.wt got to do something 

[i3j about Joe Camel. just doesn't - everybody knew Joe 

0 *} Camel was an issue by thcn-Wc had been dealing 

[i sj with it for sever? t yea rs. 

lie] Ln fact, at that point, we had-by the 

tit] time he was president, we had a couple of runs at 

(iij alternative campaigns. We had started this process 

(is) that I'd referred to that led to the What You're 

t»] Looking For. 

( 2 i) So, really, the - it wasn't that kind of 
|! 22 ] situation. Is was just an ongoing discussion and 
pa] figuring out what we would do and when and bow. 

[z*l Q: Are you saying that he was involved in Joe 
BS] Camel related issues at all times after he became 
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{ij general counsel through - 

rg A: What do you mean, "all times”? 

p] MFl. WILLIAMS: What you mean, "involved"? 

(*] THE WITNESS: Yeah. I don't - 

(5! BY MR.SHONKA: 

(«( Q: Well, you said - and correct me if I'm 
P] wrong - that - that you were aware of bis 
(8j position, that he had - that he was - hi:; views 
(9} were known by the time he became president, 

[id A: Well, it's - you're - you're not - your 

[m] question is - you couldn't work in this company, 

(i 2 j not - if you're general counsel, in RN, KJR 

(131 Nabisco, or chairman and CEO, and nor be aware that 

[i*i there was an issue with Joe Camel. 

[is] Q: Uh-huh. 

[i$l A: I mean, my God, it's everywhere. So it’s 

(in like part of the - one of the ongoing issues in 

(iflj every day of chc business. It's not like anybody 

irsj would just suddenly wake up and S3y; You know, JVe 

poi noticed there's a problem with Joe Camel. 

ps) I mean, It was just there. So along the 

( 22 } way, you have operations reviews and discussed, you 

(23j know, the issue mainly about working on alternative 

[ 2*1 campaigns and that type of thing. It wasn't - by 

psi then, h ■was really years into the controversy. 
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(i) So my point is that Steve just didn’t 

l?i suddenly arrive from another planet when he became 
pi president and CEO, and the issue didn't suddenly 
w appear when he became president. It was there 

[st several years before he joined the company to any 

l«l capacity, 

pi Q: When he was general counsel, did he 
l«j participate in the operations reviews? 

PlF" A: ^cah, He was typically there.The ones 
i< n i 


the senior people in New York would come 
and you'd have business reviews. It was a 
, that RN has done for years. It started many 
Igo with each of the operating units. You'd 
fically, typically on a quarterly basis, go and 
;^,nd just go over the business issues: How's 
jiness doing, die pl^^^ideas that wc 
'• u P <la5c staff in New York, 

tttf and t^f chairman and CEO going - and 

nai^ gsp^j iy general counsel 

at those reviewi^the ^ e Camel Campaign 
pifamfislucs related to it wc|jt^%sscd? 

( 37 ! A: Yeah. Sure. psssssjssss^ 

pm ft^P id you ever discus^s^ Camel Campaign 
pa] w^hSi^lc Goldstorje whil e he ws as general counsel? 
ps! ^TOVILUAI^^fi’S stJfH^nNmoment. I 





[i 

M n' 

pi 

W 

w 

1 C| 
m 
i e i 
t- 
( 10 ) 
ll’l 
[17! 

(ij) 

t‘«] 



e’re into attorncy/chent issues here. 1 


t asked the 



SHONKA: Not yct.I 
it. 

JLL1AMS: Well, ote>e-^ask for the 
t and then I’ll objc 

BY 

^ell.the standing 
n is: Did you ever 
"sign with Steve Go 
l? 

Personally, one on one? 
r e$ 

s that what you mean? 

at I recall, I mean, I can't 



ONKA: 

the pending 
|ihe Joe Camel 
stone while he was general 


[«i 

(i6j recall - 1 can't recall a personal one-on-one. 

[it! Q; You became president and chief operating 
lien officer in June of '94? 

(io] A: Yeah. 

poj O: Do you recall when Goldstone became 

pt| president of RJR Nabisco? 

(23 A: I think it was in ~ 1 think, in August or 
[«] September of '95 And it was - his first - as I 
PC recall, his first promotion was to president over 
ps] the - not over the operating units, but over the 


staff ini New York. I believe - you'll have to ask 

him.Buc then, within a few months, he became CEO 
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nt and then chairman, as Mike Harper left. 


fn 


Q: But you were president and chief operating 

(si officer of the tobacco company before he became 

(6) president, 

A: Yes. 

Q: Okay. 

A: Yes. 

Q; And. I ni sorry, 1 don't remember your answer 
ini to the question. When you became president - in 
i<?j the time that you were president, he was still 
ns! general counsel, did you ever have any discussions 
[t4] with him concerning Joe Camel? 

A: No. 1 believe I answered that 1 don't 
[io] remember any one-on-onc, personal discussions. 

(i7j Q: When you talked earlier about the approval 
of new campaigns, you said focus groups are pan of 


(18] 


pel the process? 


BQ) 

it'] 


A: Sure. 

Q: Focus groups, I take it, were run on the 


pal What You're Looking For Campaign? 


R3] 
( 741 
[2S| 
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A: Yev 

Q: And quantitative research as well? 
A: Yes. 


Pag© a 

[i] Q: And did the quantitative research compare 

H the Joe Camel Campaign with the What You're looking 
oi For? 

i«! A: I believe It did, yes. 

[5] 0: Do you recall the results? 

[6] A: No. 1 mean, I don't recall the numbers. I 
ft] generally recall that it looked favorable. Not 

|6| exactly better, but impact - you know, you sort of 
Pi measure how do people react to this versus how they 
do) reacted to Joe Came) in the early days. How does it 

[ii] look today? You nuke these comparisons, and you 
(i 21 say:Thls looks fairly decent. 

mi And research isn't going to predict for you 
[i4j whether or not a campaign's going to be as 
[is] successful as Joe Camel in terms of its impact 
MS] and - or any campaign. It just gives you - that 
[i7] research, to me, tells you whether or not you've got 
(i«l a really - you may have, an okay or a good idea, but 
(iei it will really tell you Lf you've got a stupid idea, 
bo] It wi)J not tell you If you have a brilliant idea. V" 
pij And it's that - it looks good. Plus, you know, the, 
re 2 i focus group reactions, 

123] Q: Is the What You're Looking For Campaign 
p4| running today? 

P5] A: No.We have another campaign running now. 
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01 Q; On your quantitative research. docs that 

[Z] indicate the likely impact of the - of the campaign 
til on consumers or - well, what exactly docs 
r«! quantitative research measure? 

A: Well, it - there's a variety of 
measurements. It - you know, you’re going out to 
m the 21-plus smokers and you're showing them these 
18 ! ads^.nd you give them a eating sheet, where they 
secure impact or, you know, they notice it. Does 
(ioj it of impression - does it improve 

0 s) or js©r worsen your opinion of the brand? Docs U 
u?i ma|^ 3 g$::hu)re interested in the brand? Is it 
l!3l likiable? Is it engaging? Is it, you know, funny? 

there's a whole - l^ion't remember 
,but there s a number^^iteria like 
(!©} thift. You’rfe trying to get a senpiFof how - you 
{in kn^mHS|k1e. in a situation where y«|u're showing 
(ioj them an i|f, in some setting, 

(i9) yo4%^j§@tt^how do they react 
R9I gefM&^c trying to anempt 
pi) qualitative judgment. 

Q:j.Did the What You're Locki ng F dr quantitative 




ics like this - 
u’re vying to 
a 


P?1 


pi] anaiysPitT'rjt) respects equal 

iwi for Camel pn^aign?| 

--- mea- 


d the rating 



t re me 




you would 
at You’re 



an answer that heri| 
i& back to the research 
i, why did you drop 
g) Look^sgRir Campaign? 

is; A/^g-jj^tad continued, you know, dp work on - on 
[c] othc^SSf s to - you know, ot|^^fcutions in terms 
m of htSjsSg^ii; market the brandiaodwfi thought we'd go 
ighey Tasty Campaif/lfll/s while.The 
sition is it's a little |^§|ji!j^ereni. a 
an irreverent sense of humor.There’s 
a to the brand because of its authenticity, 

l< 2 i having been around for 85 years. And, you know, you 
|i 3 j got ti^Jpfraraids and the camel, the beast, as wc 
iu) C all f^liihe pack, and the palm trees, and the 
Its) desePPm^U that sort of stuff, 
lit] And so there’s this authenticity of the 
uh brand, over 85 years, has this mystique aspect, 
r»; There's this irreverence and sense of humor to it. 
psi And wc thought that the Might)'Tasty side would play 
rtv) to the irreverent sense of humor side of it. So we 
pi) decided to run dial fora while. 

1221 So “ you know, 1 can’t sit here today and 

imi say you'd never go back to - that you would never 
p.»i run What You're booking For executions or executions 
P 5 j like that somewhere in the future. It's just now 
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Cl that we decided to run Mighty Tasty to. you know, 

!?! have that particular campaign and that pan of the 
pi brand's positioning out there. In the marketplace 
Pi now. .... 

(sj Q: Is it fair to say that the What You're 
»1 Looking For Campaign is on hold right now? 

(7) A: Weil, it’s not hi the marketplace. Yeah- 
(8i Q: But it has- 

m MR. WILLIAMS: What do you mean by "on 
(io) hold”? 

[ill BY MR, SHONKA: 

[iti Q: Is there a distinction between on hold and 

ID! terminated in your mind’ 

i mi A: Ycah.l mean, we didn’t talk about it that 

ns] way. I mean, if you ask me is there a difference 

[tsi between something’s been terminated and something s 

[i7] on hold or not being used - I don't know about on 

[i« hold being an accurate - 

[l&i Joe Camel was terminated Joe Camel was 

po; removed from the marketplace. Wc told the world 

pi! that Joe Camel wasn’t coming back.That’s - I'd 

IK! say that’s terminated. 

!»] Wc have run the campaign What You're 

i?«l Looking For, We now have Mighty Tasty out there. 1 

psi have never sat In a room with anybody and just ~ 
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[i! where somebody saldrWdl, that's It for What 
R] You’re Looking For. We’re never doing that one 
Pl again. 

w That-you know, it’s the re. It's 

isi conceivable to me - I’m giving you my opinion - 

(8! that you could go back to that type of advertising, 

[7j or that type of advertising with the brand's 
(6) positioning, somewhere In the future if you wanted 
pj to.The fact that you’re doing Mighty Tasty now 
(io) doesn’t prevent you from doing that. 
j(tij Q: Is the Mighty Tasty campaign seen as a 
(izi short-term campaign? 

[is] A; What do you mean by "short-term"? 
ini Q: Well, in several of your answers I have the 
lisi impression you re talking about Mighty Tasty as 
;<«! trying it for now, as appealing to the iiTeverent 
[i7| side.Is that correct? 

[iei MR. WILLIAMS: You asked two questions. 

(is) THE WITNESS; Yeah, I’m not sure what you're 
[zo] asking!You first asked me: Is this short term? 
pij MR. SHONKA: Yes. 

pal THE WITNESS: Wc arc in the market now - 

( 23 ) you know, I - If It becomes short term, it was 

P4) because - it would be because we found something 

p$l else, or decided to change It in a certain way, or 


Oi 

io 
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something like that, 

Right now. we re in the marketplace with 
Mighty Tasty. We feel good about it. And, you 

Know, it could be around lot y>a fS - 1 mean, i just .. 

don't know at this point. It could evolve in 
different ways. You know, there's a certain amount 
of flexibility. 

v Sue it's not - no one said: All right, 
wc’r£ going to do this forX months or- and then 
Hgpfe going to do something else. 

We're in there. Wc feci good about it. Sec 
NHi%he campaign works. Is it helpful to the brand? 
Are wc able to build effective promotions around it 
display? Becaiis^ advertising is just, 
^gj^now, one part of So all those other 

•components, sec how dfftworks, see how wc can 
it over time, I where we are. 

^ nobody said: I-ct’.^^i^now. we're 
Jjj§tng to do tins for six n ^g t h^ or something like 
®SnOur intent is we're^ofpra'jted to it,But 


U) And that's what it's for. And so you always compare 

ps it to things you've done in the past, 

I t»] Q: And you compare that, 1 take it, to 

j<) competitors’ brands as well? 
is; A: Well, we - no, we don't do that.! don’t 
lei recall - I don't recall ever seeing ad - at least 
p) in ntv time, ad research on other - no. I don’t 
[&] recall seeing ad research on other - or 
PI competitors'brands. 

Iio! Q: So quantitative doesn't measure the effect 
[til of Mighty Tasty, say, versus the Marlboro cowboy? 
A: I don’t recall that 

|isi THE WITNESS: Is It. okay If we ukc a 

[i*l restroom break 7 

ps; MR. SHONKA; Sum. 

(i«l (Recess taken from 10:00 a m. to 10:08 a m.) 

[ 17 } MR. SHONKA: I'm going to ask the reporter 
(iej to mark Exhibit 2, 

(i»j (Schindler Deposition Exhibit No, 2 was 
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things evolve over timep 


aped to it,But 
j|e what happens, 
SHONKA: 


Q: Now. were qualitative|ana|yses done on 

l^tyTasry^ 8 ^ pi^Ulf 

^ Yes. A 


pal marked for identification,) 

BY MR. SHONKA: 

pzj Q: Mr. Schindler, I'm handing you a document 
[ 2 tj that's been marked Exhibtt 2. 

A: Dh-huh. 

IX! Q: And I ask if you'd take a minute to look at 
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Did those compar^Si^^'Tasty to What 
pj^pu^re Looking For? 

[sM&f Yes, 

(*j^ Q| Did they compar^.it tojyc Camel? 

(si^^^; I believe so. = J 

[6)^ap| jj 0 y OU rc call if J^NS^l - if it ranked 

m^BlMer or equal to Joe ClaotciAv 
!f|^| No. I mean, I donj r cfoul hosc numbers 
pl%^[ mean, all 1 rccaU iMlm; - based on the 
[ig^fi^scarch. we felt comfortable enough to go with 
(iiLp^nd - with the campaign, and wc went with It. 

you know, I’m pretty sure 1 saw data 
(iatj||j&S compared - well, also -1 think also probably 
r'*|jjnn|pared with Winston No Bull, 
lisj^^V^hcrcvcr you have quantitative ad research 
(it) on campaigns that you've done over time, you re 
li 7 ] always going to align those with some new idea, just 
lie] to see how docs it stack up against things that were 

[is] stupid and didn't work, things that worked, and - 

pc) just to give you a sense. 

pi) Because, what ad research is really doing, 
pa as 1 said before, in my view, is trying to help, 
pi; probably well, at preventing a ready dumb idea, It 
p*i cannot predict a really great idea, but it can tell 
ps] you if you're really off in the wheat somewhere. 


til it and identify It for the record, if you can, 
in A: Sure. 

PI (Witness reviews document) 

[*) Well, it's a lenders meeting, April of last 
(SI year, 

(6j Q: Is this a - the text outline of a speech 
m you gave? 

(8j A: Yes. 

pi Q: Is it your practice to do your speeches in a 
(io) format such as this, with numbered talking points, 
nil or do you usually have full text? 
ti 2 ] A: No, this is - believe it or not. this is 
(uj full text.This Is numbered - these numbers are 
tu) aligned with the slides- So, in effect, they're 
[in slide numbers. So "Greeting and Welcome" this - 
ns! there's a slide 1 which would be the company logo up 
|i7] there. 

[it] So for each of these whole paragraphs or 

[i8i sections, that number refers to the number ofslide 

t 20 j you’re on. Okay? 

pii Q: Okay. So the-Exhibit 2 Is an 11-page 
pa document and there arc 32 numbered paragraphs on it. 
pii That means that there were 32 slides for the • , 
p»l presentation? j ^ * 

[25] A: Uh-huh. 
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It; Q: If you could turn to page 4, please, there 
pi is a paragraph 10.And it says: (Reading) 
m Lust, look at Cartvcl.’Vve 

w view it as a model for a 

;S] successful brand turnaround. 

A: Yes. 

Q: Can you tell me what you meant by that 
t»j pansgraph? 

It hng been a brand that had been declining 
>cr of years.The company came up with a 
1 <H vci^ crcativc advertising campaign and marketing 
N fact, you know, it’s in the following 
jns hpc, talking about the continuity program, 
ret3 j; presence, sMsorts of things 
: in addition to sttoja SSjenising. It 
jhe brand, and everiiually the brand's 
fc grew. 

as. you know, vc 
id that - at the poin; 

, was changed - yo 



pa) ad 

pu that had been declining for a i 
Id brand, and we'rj 




ful, to 
eh Camel 
it's a brand 
of years. It's 
the brand more 


r#y, relevant. Creativet’mrjreting turned 
o it wai^%tl>del f| H *§Hfrd 

whicli^^^^fticults^do. 




;st to the 
eeting. 



g was about, 


jij Q;%^ie back up for a m< 
t?j frontpage.This says "HJItN Lenj 
f997." 

|uh.Yes. 

..you tell me what 1 
as held? 

it was in die VTaid^ 

: once a year I’m audit 
They may have tber 
tis one. in April. 

pou have - where it says 'Lenders,” 
piajor banks from around the world that, you 
jge us lines of credit and loan us money, 
re this " our treasurer sets up this 
ns] annual review for them, where each of the operating 
tic] heads review their business. 

(i7] So I do this.This usually takes about a 

[is) 15- to 2bminute review of the domestic business. 

[is] Then the international business is reviewed and, you 

poi know, all the foods business.The chief financial 
pq officer would talk.The - RN, Steve Coldstone 
T 221 would have a few remarks, 
ps) And it's just a formal review of the status 
p*i for all of your bankers around the world. And 
;«] credit rating agencies are there.And then, after 


()] that, there's a cocktail party and a dinner. 

Pi Q: These - the attendants - those In 

(31 attendance are current lenders and credit rating 

w: agencies'? 

la A: Well. It’s rating agencies - yeah, 

1 $) typically, current lenders, tight. 

Pi O: Do you have any sense of the amount of debt 
M that RJRN was carrying as of April 28, '97? 

PI A: Probably about - total, probably about 
po] 9 billion. 

|iij Q: And how many banks or lenders would have 
H 2 i been represented? 

[is] A: I don’t know. I - I mean, I can tell, you 
[U] roughly how many people are in the room.There were 
iUi probably a hundred - a hundred-plus people in the 
[iei worn. Exactly how many institutions were accounted 
iiTj for, that 1 don’t know. 

(i6) Q: Okay, If you could, turn to page 5. 

|i«l paragraph 14. 

poi The last clause In the paragraph says: 
pi| (Reading) 

[»l Camel’s share has 
pa] increased -3 point per year. 

( 2<1 And, in context - yeah, that's in chc 
ps) last two years. 
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[il A: Uh-huh.YeS. 

pi Q: What docs that .3 point refer to? Is that 
p; share of smokers? Share of market - 

[4] A: It’s share of market. It's three tenths of 

[5] a share point of total market share, 
pi G: And that’s domestic market? 

[7] A: Yes. Oh, yeah. 

(61 Q: And in paragraph 15, third bullet point 
pj down, it says: (Reading) 

DO] A series of new prim and 
ini out-of-home advertisements 
[i 2 ] depleting Joe Camelin 
US] eye-catching urban settings. 

Ii4) A; Right. 

lit) Q: Do you recall the ads that this paragraph 
[is] refers to? 

(i>l A: Yes. Some of them. 

[is] Q: And what were those? 

dt] A: One of them showed a scene - if you can 

poi imagine a group of people -1 believe they all had 
( 2 ii raincoats and umbrellas. It was a rainy day in New 
122 ) York, and you're sort of looking down in this group. 
p3] And, in the middle, you had Joe. I can't remember 
[24] if he had an umbrella. He might have been the only 
PS] one without an umbrella. But he was in the center 


tn 

K> 
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pj of the - this setting. 

pi And there's one with - as I recall, 

(si looking op - sort of looking up at Joe's - where 
l<) he had jeans on, walking across the urban setting, 
isi say. New York kind of setting, in a jean shot. 

(«i I remember those two There's some others. 

17 ] Q; And, again, paragraph 15 has four bullet 
m points. Did each 01 those carry a separate slide 
s' { 9 ! with them, or - do you recall 7 

Let me think about this a minute, 
awl" Probably this is Saying - the way this 

I believe, would have worked is that slide 15 
y,| represented all these things. But then there would 


in 

ra 

m i- 



been subset slide^. 
■You're building a slide; 


Duf yo u - you know, ytj 
is, And then - so ■ 

(is] rot^ithol.Thcn Camel ^ 
it's one slide to & 
i're building it withj 
pil way that one | 

G: It's textual as op| 


ne slide, 
ay you know, new menthol 
a bullet about new 
me up. 
cnee,and 
slides.That's the 


p^%^No.Thcm would! 
p^^>ie text |*a*illd not^ 

ithol srytlfeSMr Red 

- 



a picture - 
^en shonband.This 
iere. It would be 
acl or something.You know, 



£int on the slide. 


e shorthand. buUc 
: But not a graphic?" 

: Graphic? 

■£(: In the sense of a^picture or an illustration 



uld have been - 
could have been a 
r a Red - it could 
just - you know, 



ft might have be Si 
tin. it could have be 
;s of pictures of i 
fre been different: 

;re's different ways'. I jtist don't remember, 
fou'ce right, it could have been a graphic 
too. It just depends how they're built. 

>: Let’s look at the last point on page 5. It 
j^s: Reading) 

Idisitnctwe 
jib] supplemental ad campaign was 
[17] introduced in selected 
t<«i "trendsetter" publications - 
(iso What does that refer to? 

po] A: That refers to the What You’re Looking For 
pij Campaign. 

I»] Q: Docs that mean that in April - in late 

Iasi April of '97 the What You're Looking For Campaign 

tM) was seen, not as a replacement, but as a 

psi supplemental campaign for Joe Camel? _ 


A: Yeah.That's the way we were viewing it. 

Really, what - what was going on - and 
it was cither very late '96 or, like, January 
M of ’97 -1 just can't remember which - we were 
(S) talking about the What You’re Looking For Campaign, 
id And - with the agency and Lynn and Fmn.And the 
tn agency and, I guess, Fran, as l recall, were 
jej recommending that we go to - as the next step on 
p] What You're Looking For. just go to ad research, 
id] And in the discussion, as I recall, I 
[in suggested that, in addition to that, why don’t we 
(i« just take some selective publicadons and run die 
(is] What You’re Looking For executions, because wc felt 
[uj so good about them. Not nationally, not broadly, 

(is] But then we'd get some realtime feedback, in 

(it) addition to od research. 

(it] And they said: Hey, that's great. 

(ibj So wc — that's what was going on at this 
[uj time. 

pc] So we were doing ad research, And we were 
pi] running this in selective publications and referring 
\n\ to it as supplemental.We were still, In effect, 
pa] you know,really trying to determine, you know: 

|p«] Were wc comfortable with this campaign? Did wc 
psj think it would be effective? 
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[t] So wc were really doing rese.irch.You 
pi know, it would be referred to as a supplement 
raj campaign. But - 

14 ] 0: And the references to the publications in 

(51 the previous month, in March, when did - how long 
IB] does it take to get the results from a - is it fair 
p] to call this - strike that, 

[»l Is it fair to call the placement of the 
(bj selected publications - selected trendsetter 

( 10 ) publications as a test market for the ad - for the 

[11] campaign? 

(i!j A: Not a test market. 

Ii 3 j Q: Okay.How would you characterize it? 

(i 4 ] A: I would characterize it as I described it; 
tig Hey, in addition to doing the ad research, how would 
(iej you all feel if we. you know, just ran this in a few 
[i 7 j selective publications to get some qualitative 
b« feedback from people? 

[is; We can.along the way, encounter people in 
po) focus groups that actually saw an ad in a real i 
pi) magazine and say: What did you think of it? Get 
p 2 ] their - it's a qualitative. It’s a judgmental kind l 

[23] of response. ■ ■ • 

p4] And everybody said: Yeah, we can do that, 1 | 

ik] You know, wc can keep it controlled. It won’t be- 
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[ij out all over the place. It certainly wasn't up on 
Pi billboards.Ami it was a way of, realtime, having a 
pi potential opportunity to get a qualitative judgment 
!«i from smokers and other folks as to how they fell 
m about this ad campaign. 

!«! So it's not a - this is not like building 
ih a rocket with precise science.This is a very 

(«i qualitative sort of process. And this is one piece 
m w&lfecideV *o do on this because we felt - we felt 
pat tha WjLascsf at the end of the day, didn't like it, 

(tij tht^te would be no harm done,because it was,you 
r«aj kn feMB*ft«fa rained in terms of the number of 

!>J| publications. 

other hand, if it worked out okay, 
least give us an oppdtjtuj^y to get some 
feedback, sort of r<$i^fr»e,aj opposed 
nn to |l8Pi&Spng into a room aiwt-shuwing an ad to 
somebodfjHn a conference lo onifn dkay: Rate it. 

kei Is much morcmnemE much more 
sive.A test markctj^l^ you take a 
pt] whole area, carve it out, and it with a 

p?j whofcnew - you know,a product launch - ad 
[»] motional activitjj£Pif*lii|be packaging 

p*i changgsijt^nd you ju&isSorc of caryEout an area and 
[ 25 ] intit;.t&eiy..f.o in the 
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feedback, 
'market on a 



Hi not a rest market 

[?] sccin^^ou can get some q< 
pi Q'Sfsypd you ordinarily d< 
M who^new campaign? 

n ad campaign? 


ot - not - no, not just on ^ no, 
ad - I mean, just si^^Piitad campaign, 
cst market - i’ll - probably 

u know, recent examplc is Winston, 
an ad campaign. We had a new 
cc. We had a new packaging.We had what we 
loning for the brand.This idea of the 
ct advertising. But it's not just 
(is] adv eaftfstifrg sIt's the whole idea of the brand, 
pq packaging, different product, 
lit] That we said: Look, we like this idea, 
us] All the research is positive.But this is - the 
(is] odds of failure in these things, you know, is always 
[ 20 ] much higher than the odds of success. So w'e'd 
pil better go to a test market and find out realtime. 

[221 You put it in a store, and you run some 
B3] billboards, and you have a prim ad. You actually 
t 2 «] market the product, What do - will smokers 
t 2 «] consider this brand? How do they feel about it? 



(i3l cad 
[i<] full 


Pago 63 

(i; So, in that case, we carved out South 

K Florida, and off wc went.Bui that involved product 

Pi packaging, all sons of changes that you test 
h] market. 

Pi I don't recall ever doing a test market on 
tfi] just an ad campaign, 

[7] Q: All right.You had said that - again, you 

[8] placed so roe ads so you could get some qualitative 
[si feedback? 

||io) A: Yes. 

(i i] Q: And - and this was in response to the What 
(I?) You're Looking For ads? 

Iril A: Right. 

(U| Q: How long does it take to get qualitative 
[is] feedback from - from publications? 

[i«] A: Well, you’re not getting it from the 
[i »5 publication. You're - you’re getting it from focus 
01 ] groups.You know, we have our Camel bar program, 
nn You encounter people informally there, focus groups, 

( 2 o; that type of thing. 

W<) 1 mean, once it's out there a month, a 

(221 couple of months, three months, as long as you want 
ps] to say, you know, you're comfortable with what you 
[ 2*1 heard. 

[35] Remember, at the same time, we were running 
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(i] quantitative ad research. We weren't just relying 
p>[ on this.This was jusr a little Idea on set; what 
(3) happens if you put It Out there, 
p; G: Actually, let me go back just for a second 
[S] to the quantitative research. 

!6| You had said that you had compared the What 
Pi You're Looking For Campaign with the Joe Camel 
[B] Campaign? 

(9] A: Yeah. 

[10] MR. WILLIAMS: I’m pretty sure he said he 
(it] thought that might be a possibility. 

[i 2 ] MR, SHONKA; You thought. Okay. 

(<j| THE WITNESS: Yeah. I think- 
iwi| MR. SHONKA: You think you did. 

(i 5 i THE WITNESS: -1 think that was one - 

or] typically, when we’re out there with some campaign ^ 

[i7] we're doing quantitative research on. we will 10 

(i»j compare it to other campaigns we've had over the 
[ib] years to see how it sucks up. 

( 20 ) I believe that that comparison, 

pi] quantitatively, was done on What You're Looking For 

(221 versus Joe. I believe that. We’d have to go back 
[wj to the quantitative research to be absolutely sure, 
pq 8Y MR. SHONKA: 

[25j Q: Just to clarify things, though. What You're 


ui 

N> 


KO 




ro 


Page 6l - Page 64 (18) Min-U-Script® For The Record, Inc. - (301)870-8025 

BT'd “HODS S NOhlNtlHS H3IT10D A9 1N3S Wdhh:2t 86, 08 Tlf 

http://legacy.library.ucsf.e 80 /flrakfe]iql®^af>Wp(#.industrydocuments. ucsf.edu/docs/rmgl 0001 
















4VJ. nt I tiiVU/J i v/i»nW.v wiu 

MATTF-R NO. 1509285 


July 26, 19! 


Page 65 

Looking - comparing what you've done before with 
the new campaign, is the comparison based on the 
previous - the earlier campaigns at the time they 
I were initiated or at ihcit current - consumers' 
i current perception of them? 
i A: it could be both. It could be - depends 
i on - you know - you could do it both ways. You 
rsay^crt'x how it compares to how people perceived 
I Joe <|amel advertising in the early stages, and 
^tire's how it compares to our most current 
i perception work on Joe C3mel. I mean, you could do 
Pft bdth ways. 

j" Q- x>o you know how - if it was done in this 


£t| were going to coverall your - this meant yon 

ia had - you were, in ftci, backing out of Joe. And 
pi we knew that.We made that decision. 

PI But they felt, and we all felt, comfortable 


I don't remember.^ 
^■jn^y^ breakouLS we had' 

lug*. A| You also compare^ 
|sj"||^oj sure on tins, but 11m 
jpfwhei C we compare it t4a 
oil How docs this look to il$l 


i>n't remember how 


,or die Winston ca 


tjajlfind €>i cross-brand comps 
Yes, Butrin thii 

Right. ^ 


1 ’t know if we did 
cVe done this, 
rely different brand, 
n ad campaign you 
'You can do those 
is sometimes too. 
mse? 


isj with it. We had a decent campaign that Was 
, to consistent with the brand's positioning, Um we 
i pi could use in the marketplace during that period. 

Pi Q: Did the lenders have any reaction to the 
W change? 

(loj MR, WILLIAMS: Whar change? 

(H) MR. SHONKA: In the campaign.The 
lit! termination of Joe Camel. 

(is] THE WITNESS: This is- 

liij MR. WILLIAMS: It's not - 

(isi THE WITNESS: This is before that occurred. 

[i*l MR. SHONKA: Yes. 

(i7j BY MR. SHONKA: 

(i»i Q: No. my question Is: Did Reynolds' lenders 
(isi or RJRN's lenders at any time voice any reaction to 
[ 2 oj your decision to terminate the Joe Camel Campaign? 
tail MR. WILLIAMS: You mean subsequent to this 
p 2 ] meeting, 


MR. SHONKA: Oh,it would have to be 


(24) subsequent, John, to the meeting. It's before. 
Iasi MR. WILLIAMS: All right. I know, 
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Okay.And you caih'^p^unber 2 away. 

^Let me ask you. though^pe - on 
pi^SSfibit 2, Otis is a speell^ymLsgave to lenders on 
(*i^Xj) : ^il 28th - ^ 

f What changed iJf^^rkctpUcc between 
1 28th and basicat|^|iif two months,as I 
:rstand it, to C a us C : Jtc;yno|ds to terminate the 
c! Campaign? ■ 

Well, 1 view it as moving to the What You’re 
ring For Campaign. I realized that it meant, 
p^g^li all the issues, that Joe was gone. But we had 

research come back in. We had the experience 
■'SSyisi 5 qualitative feedback in the field. And, as 
(isifdescribed earlier, it’s not overly complex. 

(isj You know, Lynn and Fran, based on that 
(i 7 ) data, felt that it was best for the brand to 
(isj literally move to What You're Looking For, as 

iioi opposed to being supplemental, 3S that notion was 

po) bouncing around; that we would go nationwide with 
pil this, based on the knowledge base that we had 
[ 22 j accumulated from the ad research and SO forth. 
t»] And they made that recommendation.We 


re to lenders on 


^Hirkctplacc between 
two months,as I 
’nojds to terminate the 


( i] THE WITNESS: Not that I know of. I mean, 1 
P! don't recall any banker calling me up and saying: 
isj Way to go. Or.What the heck did you do? 1 
f<! mean - 

[S] BY MR. SHONKA: 

16 ] Q: How about the stock market? Do you know if 


124] discussed it. Everybody realized that, you know. 

125 ] that meant - because you were going national, you 


Pi that reacted at all? 
i«] A: No. No. 

( 9 j Q: Now, you said that the What You're Looking 

(10) For Campaign is consistent with the positioning of 

[11] the Camel brand? 

ji?j A: Uh-huh. 

(i») Q; What Is the positioning today? 

[i 4 ] A: It’s basically the same it's always been. 

[isi It's irreverent kind of positioning, maybe a sense 

(is) of humor, sort of authenticity, a mystique about the 
li 7 t brand, and it lays In those sort of definitions of 

(it) the brand, And that's what it was with Joc.Thafs 

[i9j what it is today - with the Joe cxecutions.That’s : 

Be] what it Is today with, you know, MightyTasey. ■ 
!?i) I would say that What You're Looking For . j 
phi gravitated more toward the mystique of the brand j 
[23! than obviously to the irreverent - or some 5 | 

C 34 j irreverence, lots of mystique.Tins is my opinion, . 
ps] You get into these discussions. It’s very 
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t'l subjective, I think it c,rjvi»tcd more to mystique. 

K Somewhat slight irreverence in some of chose 
pi executions, but not humor, In that context, I think 
W MightyTasty is more skewed obviously to sort of 
tsi edgy, irreverent sense of humor, less on the 
PI mystique side of it. 

pi You know. Camel’s a brand - because of its 
(s) legacy. I think they can play on several different 
pi fruits andean move around in its advertising,! 
fvcj one of the things wt Ve learned. 

(i <i l&nfs the target changed;* 

[i«i ||y||sy|e after competitive adult smokers. 

(i3j In ahy particular age group? 

Mq all age groups. And we want to get 18 

hsi old competitive sntSSk ersjp try Camel, 

tit] June - or in /uno;s#^f^leynolds 

tm w^i^^bting with the statpuor^eys general - 
liq ‘MR. WtfeLlAMS: You mean ?97r j 
(i9i Jl^^ioNKA: '97. I’m 5or^^®| 
pO] i ^^^P NESS: Feels like like at 

pij least ten years. Feels like ten ^ea^,.^ 

^ BY MR^MfA: 

(«i ay^tmr of '97. Reynold^pigotiating 
p<) with the vicious sutefcsitornmutgcucral - 
NN; ExIusnVie. has 


Pego7i 


like at 


JO unfolded. 

|z] But wc were not the ones that Initiated 
pi the - this exact process that you're referring to. 

M That’s RJR Nabisco. 

tsi Q: Who was the head of external relations? 

tq A: Tommy Griscom. 

p) Q: And he has since left the company? 

M A‘ Yes. 

m O: Where is he now? 

(id) A: I think that he is at a consulting Rim, 
in] Powell Tate, in Washington, I believe, 

( 12 ] Q: Were you consulted regarding the decision by 

(i3i Nabisco - 

|uj A: RJR Nabisco. 

[in Q: - RJR Nabisco to enter Into the settlement 
(is( discussions? 

it?] A: What do you mean by “consulted"? 

[ 1&1 Q: Did they discuss it - did anyone discuss it 
[i9i with you? 

Pol A: I - well, 1 received a phone call. It was. 
rat] I think, the day before - Steve called me the day 
1221 before he and Jeff Bible walked in there with the 
[Ml a.G.s and Nat Meyers, and told me they were going to 
pm] do that. So I think 1 was told they were going to 
[25] do that. 
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IH tyPI|fPraneant RJ. ltcynoo Company? 

I 2 j wtamoNKA: Yes, 
pi M^ B|YNN: Okay. 

[4] M^WONKA: That's howmnesfltit here. 

[ 5 , O BY M^-SHOhKA: 

[6! C^g£y<eyno!ds was nefto^us&.#ith - 
pj Aygft- well. iyR Nabisctf^s negotiating with 
W i^nares attorneys generalPW 
bi ■ qjjjjTM tobacco have a role in 

[im thosjfcswtgouations with the'states? ' 
ini - the - the - the lawyers at the 

|iii tabte ~ I mean, this - trying to explain this. 

[is] Tb^^'crs at the table, that were negotiating on 
[u] bcl^^' RJR Nabisco and the other companies - but 
(ttl in - were - their client was KJR 

lit] Nabisco. X mean, the direction, the decision to 
|i 7 ) enter those negotiations, all that son of stuff, 

[is] was made by Steve and RJR Nabisco. 

po] Wc were not - I did no; have counsel 

( 2 d repotting to me at the table. Wc were not at the 

pii table in that sense. Okay? 

p?) The only person that reported to me that 

paj was. you know. In and around and present at those 

R4] things was our head of external relations, who sort 

t 25 ] of represented RN and us, as those negotiations 
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ji| Q: And when did Steve Goldstonc call you? 
pi A: It was one or two days before they walked in 
pj that room. So that - I can’t remember exact - it 
w was early April of last year. I mean, I just don't 
is] remember the exact date that they - anymore that. 

[6] they Started that.But it was either the clay before 
PI or two days before they actually went in there. I 
P) think it was the day before. 

[»j Q: You said Steve Goldstonc and Jeff Bible. 

(ifll A: Bible .Yeah. He's the CEO of Philip 
in] Morris. 

[it! It's published - it's in the - been in 

[t»i the Wall 5creei Journal,They, I think, made some 

[i»] opening statements to the assembled group and then 

[isi left.That initiated the process. 

ns) Q: When you say ''they made some opening - you 

[in mean Mr.Bible and Mr. Goldstonc? 

lie) A: Uh-huh. 

[isi Q: And the assembled group is - 

(an A: The A.G.s who were there; plaintiffs' 

pu lawyers; Nat Meyers, representing, I guess, the 

[ 22 ) public health community; and then the 

pij representatives of the industry. Lawyers. 

p4j Q: The negotiations were undertaken - do you 

psi know who represented FJR Nabisco at the settlement 
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[ij discussions? 

(?! A: Arthur Golden, 1 believe, from Davis Polk; 


r>i amt, 1 believe,Scott Wise. And - 1 don’t know. 

{<; In addition - you know, we had our general counsel 
IS] in New York at the time. And exactly who was in the 
10 room on a given day and all that son Of stuff, I 
[7] have no idey. 

(op, Qj^When you say "our" general counsel, you mean 


1 '0] 

(i 

(' 

( 13 ) 

(!' 

I' 

It 

t’ff 

l'»J 

It' 

G 

(tl) 

IK1 

(») 

P*l 

i; 


RJR [s|ibLsco? 

[R Nabisco. 

0: And who is that? 
lob Sharpe. 

'id the global settlement discussions play 
Sart in the decision germinate the Joe Camel 




ign 

Ot in my mind. 
it your understat&i 
tt^jment has collapsed! 
^ .WILLIAMS: Whoa] 
SHONKA: His undir 
MR. WILLIAMS: No. N, 

. Rut I fail to see a 



lit the global 
int? 




,ing, John, 
derstand,' 
nee.And, 

:ent issues here. 


ss sor 


; you need to 



Pi 
[lOJ 


ahead. 

. SHONKA: Could 
sked the witness 
.WILLIAMS: Well 

s - 



cr it? 
dejrstanding. 
it comes - 


the extent that your understanding is 
lrom y <mr lawyers, that would be a privileged 
pal jgj^imunication that you shouldn't be discussing with 
[uj annlxrio E counsel. So go ahead. 1 mean - 

THE: WITNESS; My understanding, not from 
[is) lawyers, but from the political process, that is 
(in very public, is that there's nobody in Washington 
(is; working on the settlement that is the June 20th 

(i«i agreement. Whether or not you call that collapsed, 

[aoi 1 mean, that's your choice to apply a subjective 
PU word to that. 

t»! But there is nobody working on it at this 
pj! time, [t does not appear that anybody will be 
p*] working on that agreement as it was structured, 
ps) It's in the press every day. _ 


Pago 7S 

(!) BY MR. SHONKA: 

pi Q; Is it Reynolds’ view - meaning the tobacco 

pi company, Is it Reynolds' view now that It is free 
g| 10 bring back the Joe Camel Campaign if it wanted to 
(S) do so? 

(t) MR. WILLIAMS; I’m going to object.That’s 
[tj a legal question, bringing into account other 
i»j settlements in Manginl and whatever. So it's a 
pi legal matter whether it's free to do so. 

[ioj BY MR. SHONKA: 

in] Q: Well, let's talk as a business decision. If 
(i 2 ) Reynolds wanted to bring back the Joe Camel 
n j) Campaign, could it do so? 

(u] MR. WILLIAMS: Object.You're asking for a 
[isj legal conclusion. 

[iej THE WITNESS: Sounds like a legal question 
[it] I don't know how to answer that. I - Joe Camel Is 

[19] gone, and he - we have made that commitment that 
tie] he's gone.Therc's - I would not bring Joe Camel 

[ 20 ] back. 

)l?i] Jf there is - you're asking a legal 
[ 22 ] question that 1 don't know the answer to. Because 
i»l you're asking me could the company - you sound like 

[ 2 1] you're asking me: Could the company legally bring 
ES) back Joe Camel? I don't know the answer to that. 


page 74 

on this point, you^i^robabty - I don't 
iow what you need to kn^gsbut I m sure you could 
Another way to get Jli&iLxg not going to be 
,lkjj|g about scttlcmcn^4iac.u$5'0ns, whether they 
sed or anything c] 
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(u Never really thought about it. 

I?] You know, I've committed that Joe's gone, 
p! So has Lynn and Fran, And that's It. And I, you 
pi know, keep my word on that . I wouldn't bring him 
PI back. I wouldn't want to bring him back. Beyond 
]e] the word, 1 don't want to deal with all that, 

P 3 Now, legally? You lawyers are going to have 
pi to get together and figure that one out. 

P] BY MR. SHONKA: 

(icj 0: Let’s - assume for the moment that tbccc 
mi wem no settlements In the offing, and assume that 
Ii 2 j the Mighty Tasty campaign did riot work, anti that the 

(is) other campaigns don’t work. Is there any reason why 
lit] Reynolds could not bring back or start a campaign, 

[ifi say, He’s Back, featuring Joe Camel? 

PS] A: I would not bring Joe back. You're asking 

[it] me -1 believe it sounds like a legal question, 
iis] which is the same question you just asked, as to 

jib) whether or not the company eouid.That sounds like: 

[to] Could the company legally bring him back? t do^ot 
pi] have the answer to that. I have not thought of If,-,,.' , 
t 22 j that way. L^»J 

1231 You have to. you know, look at Mangini and 

[24] whatever, I -■ you know, I - my view is Joe's 
( 2 sj gone.He's not coming back.Is there a legal 
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[1J prohibition on that’ I have ru> idea, traokJy, I'm 

( 2 ] not 3 lawyer. 

P) MR. SHONKA: I'd like -o have this marked 
[4] [Exhibit 3 marked. 

ra (Schindler Deposition Exhibit N'o. i was 
t«] marked for identification.') 

[7) BY MR. SHONKA: 

j6) Q; I'm handing the witness a document that's 
rn^Sced aX Exhibit 1, and ask him if he recognizes 
ick-and- white copy of the Camel Cash 



Ihibil 5 currently running? 

loNKA; And - oh, fof'thereeord, let 
■ that Exhibit 5 is previously 

: proceeding as^pl-17^ 

BY MRfs«©NlA: 

: Camel Cash Cauilpiiifbit 3, 

; referred to as the Catalog? 

I've hot -; don't know. ^jEli 
Qt You’ve not heard that ttW: 

"" jt heard somebot^^Siifdtey may 
yil 'TimeJcssJCollec 

ere a let&LSfltlun Rcyn< i to describe 






a shorthand’ 

- no. It's the curn? 
itmcless Collectable 
ostalgia. Maybe so 
, or wunething. I dinY 
rc not aware of an] 

>ot that big a deal 
.Were you involvi 
mcl Cash Catalog 



1 Cash 
somebody 
id Camel Cash 

r shorthand 


decision to 
3? 


else was tnvoived in it’ 
it would be f ran and Lynn. I mean, 


thc|g^| 


,c else? 

A: Well, there's a - as you know,Lynn is the 
(in head of marketing, and Fran is the head of Camel, 
(is) Q: But was the decision made by you three 
(isi alone? 

foj A: Well, they - they said here's their idea 
pt| for a Camel Cash Catalog that son of reviews the 
P 55 history of the brand from 1913 to 1998. and here's 
t»; what’s in it. And they showed it to me and they 
R4] &aid:What do you think? 

Looks pretty good. 
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(ii Q: And you approved It? 

PI A: Yes. 

PI Q. And, again, just - I -1 do want to make 
!*; sure 1 have covered - you've said you, I.ynn 

(si Beasley,and Fran Creighton.Anyone ebe? 

(6) A: No. 

(Tj Q: When was the catalog distributed:' Do you 
{bj know? 

Pi A: Went Out early this year. 

[ioj Q: Did work on the catalog begin before the 
(i ii termination of the Joe Camel Campaign? 

(isi A: I don't remember. 

[Pi Before Joe was taken out. I just don't 
[i*l remember. 

(ist 0: Okay, I had asked - the last one was a 

(icj broad question about did work begin oa it. Let 's do 

[i7] a little narrower one. 

|ibi How about creative development on the 
|[i»! catalog 5 Do you remember if that started before or 
poj after? 

pi) A: 1 -1 just don't remember. 

p 2 ) Q: Do you know when the decision was made to 

(73j include Joe Camel merchandise In the catalog 5 

p*l A: 1 think it was there all along, 1 mean, as I 

psi recall, when I - as my memory serves me. And when 
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CSS! 


li) I saw the catalog, the Joe Campaign was - you know, 
pi collectibles were part of the catalog. 

P! When we-I think-I believe, when we 
l<l settled Mangini. wc told them that, you know - I 
(si know we told people that this would - you know, 

(Bj whatever the thing, take down the billboards, you 
[7j know, advertising, blah, blah, blah, and that we 
isi would have a collectibles catalog that would run in 
P) '98, and that would be the end of it.Thcre's 
(ioj nothing secretive here. 

li i] Q: When - for the record, when did the Mangini 

;iz) case settle? 

[isi A: Well. It was In the fall of - it was ill the 

(u) fall of '97.1 - you know, it was in October, 

[isi November. I just don't remember the exact date, but 
[i«l it was in the fall. It was after wc had already 
[m withdrawn from the marketplace. Seems to me it was 
;i»j In the fall Of '97, as 1 recall, 

[i 9 ] Q; Docs that help you recall whetb et 

poi developmental work on the catalog had begun before 

pn Mangini was settled? 

[zzi A: I don't -1 don't remember the - 
pa] connecting those time dots. 

P *1 Q; Okay, And I take it from what you're 

RS] saying, though, that you knew from the beginning 


http 
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m that - of the planning for the Camel Osh Catalog, 

IS) Exhibit }, that Joe Camel merchandise was included 
PI in it? 

(4] A: Yeah. 1 don't ever - 1 don't recall seeing 
(si any drafts of the catalog Of catalogs that didn't 
(6| have Joe in it. i mean, 1 don’t recall, 
pr] Q: You said that the catalog was - the people 

Pi in Mangini were informed of plans for the catalog? 
WILLIAMS: He said he thought so. 

1 WITNESS: 1 think so 

BY MR. SHONKA: 

)id you have any concerns yourself about the 
ig including Joe Camel merchandise? 

)ia 1 have any concerns? About what? 

,About the inc 1 usioft of Jot Camel 
andise. 

t WILLIAMS: I thiiiphati 
(tin you^cr clarification on. 



what he asked 



WITNESS: Yeah 
.SHONKA: Any at 
[A) THE WITNESS: Any? 

p?; j^ v B 

ps; didn't present w 

R*1 that - iu&aald hai 
tat vou' lepmn g to 




about what? 


iONKA: 

|to you? 
nted an issue to 
less Collectibles 


Papa 82 



rand and you left 
iinc years of it. 
ice any concerns to 
ig'thit includcdjoc Camel 




|thc 85-year history^T 
campaign that ocCTa-fife 
Q| Did anyone in Rey 
about running a cai 
handise? 

No. We were very^jm^l^lbout what wc were 
We were pulling^oc out of the marketplace 
the one-tirac shot §^P^%:tibles in here, 
use, smokers frank^s^|^^ stuff has become, 
Uy, collectors' items. Frorn the moment we 
hat Joe would be no more, people started 
rtering and selling the stuff, and taking down 
|t of sale and trying to get their hands on 
ing.We said: Gee, you know, that's 

usited^ting. 

|i«] So it’s not chat big of a dcal.There's 
un nothing - obviously there's no secret here. It s 
ps] public. And it’s a one-time shot, which is what we 
ji9] communicated, which I'm telling here: Once this 

roi catalog’s done, that's It, 

pi) Q: Did Reynolds inform Goldstonc of the 

122 ) decision to distribute the - Exhibit 3? 

pai A: I don't remember talking to him about it. 

124 ) I - he may have known. He may not have, t- you 
(zjS] know. 1 just - I don’t remember having a_ 


('01 

!"] 

t'2). 

psip 

l>*i 


[ij conversation with him about this catalog, 
pi Q: Did you discuss it with anyone at RJR 
Pl Nabisco? 

[4t A: Huh-uh. 

(si Q: And by that I mean anyone who might report 
[6] to Mr. Goidstone. 

I?) A: Not that I recall. 

|gj Q: Do you know if he was given a copy of the 
Pi catalog when distribution began? 
pci) A: X don't remember. 

(11) G: Have you ever had any discussions with 

[1 2 ) Mr. Goidstone regarding the catalog. Exhibit 3? 

[is] A: No. 

(i4) Q: None at all? 

(is) A: None that 1 recall. 

[it! Q: Have you ever had any discussions with 
[i7] anyone at RJR Nabisco concerning the Camel Cash 
[i*l Catalog. Exhibit 3? 

MS] MR. WILLIAMS: You already asked him that. 

[203 THE WITNESS: No. 

(2i| BY MR. SHONKA: 

p 2 ) Q: Okay 1 mean at any time before - 

[23] A: It's not that big of a deal. 1 mean, 

p a) frankly, it would be kind of a nutty conversation. 

C2S] I’m sure, at some point In some operating 


Page 84 

lv plan review, somebody might have seen the catalog. 

Pl But this is not a singular kind of cvcnt.You know, 

Pl maybe you think it is, and some of the antis and 
(<) congressmen that hate our guts, but it’s pretty 
(sj straightforward. 

Pi Q; When will Exhibit 3 be taken out of 
[7j circulation? 

pi A: I’m not - I'm not sure of the exact date, 
pj It’s certainly this year. You know, whether it’s 
[ioj September or, you koow, when, I’m not - I’d have to 


ini ask Lynn or Fnm, 

[iti Q: Is there a firm date for that? 

[ijj A: I believe there was, when we started. m 

|i*I O: Is there now? m 

US) A: I think there is. 1 just don't remember £ 

|i6] what it is. Certainly it can’t - you know, it ^ 

U7) doesn't appear that it's going to go much beyond 
[i«l '98.1 just don't remember the exact date. o 

mi Is it on here? It might be. I seem to 
po| remember it was like September, but - 
pi) MR. BLYNN: I'm not sure this is a complete 


pai copy of the catalog, by the way,There seems to be 
paj some material missing. 

R4] MS. SULLIVAN: Expires 9/30/98. 

R4l THE WITNESS: Pardon me? Is it September? 
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Pages? 


o - to, you 


li) this is not a complete copy of the catalog.There's 

Pi an order form dial’s left off, and instructions. 

Pl MR. SHONKA: Okay.Thc record will reflect 
Pi then - is there anything else that you can see 
pi missing from the exhibit, besides the order form and 
i«i the instructions 5 
Pl MR. WILLIAMS; No. 

Pi MR. SHONKA: All right 
[9] MR. WILLIAMS: But we don’t have the 
[ioi original with us. 
pi! MR. BLYNN: Off the record, 
na (Discussion off the record.) 

(I 3I BY MR. SHONKA: 

[u; Q: Mr Schindler, I had a document marked as 
(is) Exhibit 4. I’d ask you to look at the second page 
ti«i of it, where it says. "Camel Cash.Thc Lnst 
(i7) Catalog." 

!>41 A: Uh-huh, 

(i9i Q: And under - at the top there is 
roi "Objectives," and six items mentioned, 
pi) A: Uh-huh, 

pzi Q: Could you tell me what - do you have an 
pa] understanding of what Item 2 means? (Reading) 

124] To get as many equity 
psi pieces in-market ns possible. 


Pape Be 


Pl legacy 
Pi 1913| 
«] that cj 
Pl and di, 


a goes back to this g, 
e brand, and you tf 
[ 1^98.There’s really no 
Pdo that, cover all thofc 


| C,ty 

s>roots frotn 
brands 

^ent decades 


Pl items*. 

(81 hc}g| 
K 

[ioi mean 
UU A: | 


ft) and c fcfljwi m periods. t \ 

;«] A^^^ople express interi^ym^^nc of the 
Pl item^^are in here.Thought it would be a 
( 8 i heUmjLjMjpmotion to the brajsl^V^ 
tel Q-onfiot sure I quite un^^^^what you 
(ioi mcan^^^i “helpful promotion." 

HU A. gS& |would - you know, people would want to 
(121 redeem in order to get these - some item in here 
(in that $^ 4 kc.Ii's a promotion, 

(u) QicSSsS^here any other reasons? 

(isi Aipsd^an other than promotion? 

itei Q: That you can think of for the catalog. 

tin A: No. I mean, it’s promotional. It’s 

(ib 1 , intended to provide people ■with choices on Items 

(i9j that would encourage them to save C-Notes and, you 
c»i know, turn them in to get these collectibles, I 
ptj mean, that's the reason for the catalog. 

P 2 j MR. SHONKA: Let me mart: this Exhibit 4. 

( 21 ) (Schindler Deposition Exhibit No. 4 was 
p*j marked for identification.) 
ps] MR. WILLIAMS; David, just for the record, 


Paga BB 


su MR. WILLIAMS: Could you do me the favor of 
pi asking him if he's ever seen this document before, 
pi MR, SHONKA: Sure. 
m BY MR-SHONKA: 

is; Q: Have you seen this document before? 

14 ) MR. WILLIAMS; Or if he knows what it is. 

(7] BY MR. SHONKA; 

jbj Q: Or know what it - 
pj A; 'Well, I don't recall seeing it.You know, 
noi IVc leafed through it. I know what it is, you 
HU know, 

[us Q: Well, what is It? 

(uj A: It's a document that says "Camel Cash 
(t«l Brainstorming Meeting.June 6. 1997." We were 
(it! brainstorming, to come up with ideas ■■ at least 
]i*i that's the front page - for Camel Cosh. 

H 7 ) And I guess, at the time - because that 
[i«i was back during the - our anticipation of a 
d»j national settlement and all the new marketing 
pci restrictions and all of that,That's- yeah. Now 
( 2 U that I see these people, 1 guess we all felt we'd 
pa) somehow, a year later, end tip with some regulatory 
[231 scheme, and this would be the last chance to have a 
( 2*1 catalog before that happened. Hasn't turned out 
psi that way, but - 
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in Q: With currency or Camel Cash, 

til A: Yes. 

pi O'- Why hid Reynolds decide to allow people to 

{<1 redeem merchandise with money? 

i$l A: Well, I don't think ~ could be a way for us 

[si to make some money. 

[7] Q: Well, ordinarily, in ail of the - as 3 

[«i un^KrstaRd it - and correct me if I'm wrong - but 

pj as^undei|;t 2 nd it, all of your prior catalogs were 

[wi recf^^ible with Camel Cash only; is that correct? 

[i t] |C: Wed, I’m not terribly sure. I'd have to go 

(U) clfceferrrtiink this is the tenth catalog or 

. . . 

(ill somethLTie. I - 

[hi I^P^SiwLLfAMS: Are you stfe^about that? 

I is) pW®8|TNESS: I'm not suw^P^that. 

[ia; y^JMLLIAMS: Why don’f^bu show him - 

tin To be real $Cfl^3|lon't 

[i«j h^^^n^therone here. 

it#] 3 recall Ms. BeasleyVtesugiony, she 

iMi sillkimrle might - as I reeallnO$f*|aid there 

pi) might have been a little tesillilSllP^ng with cash ir 

t?n a ct fllM f.of places, but, for and 

irsi purf^bses.aiie pnor cacalogslha^ been redeemable 

M Car#^.sh, NoviWf the jttM-ill speak for 


bu show him - 


Hj I recall Ms. Beasleyjtestiihony, she 
might - as 1 recal^OSfripid there 
have been a little test^^S^ng with cash in 
||tpf places, but, for a|j^t|U|5 and 
ses.a^ie pnor catalogsihad been redeemable for 
%>sh. NovfPW the MHfcll speak for 


LLIAMS: Well, he 
lONKA: Okay. 
ITNESS: Ye3h.I- 
e you asking me - 


n't know. 


SSi,o:.?t - you 

.SHEIKA: 

P^§f>/ currency as 


jej never discussed pPBPbf currency as 

pi oppCerca to Camel Cash? 
m PP^S&.They showed me,a c|talc|g: Here's 
pi it, that they cotd#i£#$§8i C-Notcs or 

goi soii^^dy could buy these tilings. 

[ii| said-. Well, great. We'll make a 

[i?i Ut|Lr^pney selling this if people want to buy it. 

(i 3 i Q^pid anyone mention a view that - that the 
[u; n<Ji.pfJtiirri-ncv would facilitate redemption by 
;isj underage'- by people under 21 ? 

(iti MR. WILLIAMS: Well, may I have a point Of 

[it) clarification? We have, generally in these 

MB) depositions, been referring to underage as under the 

m age of 18. Now, arc you - do you want -1 don't 

pvl care what definition you want to use. 

pi] MR. SHONKA: Let's go with 21 right now. 

R 21 THE WITNESS: Underage for what? Drinking? 
p3> Twenty-one is - 19 or 20 is not underage for 
p<j smoking, and we're talking about cigarettes here, 
ps) So I do not - you know. I don’t buy this. If you're 


19, you're an underage Smoker, if that's what you're 

implying. You're an underage smoker if you're 14, 

15,or 16. 

BY MR. SHONKA: 

Q: All right.Ls merchandise in the catalog 
redeemable by people under 21? 

A: We try to keep it - we control It to 21 . 

But I don't like your implication of the smoker 
relationship - of somehow a smoker under 21 is 
underage. 

I don't think, from my knowledge, that the 
fact that somebody could buy one of these Items 
somehow makes it easier for somebody under 2i,or 
whatever you want to - a 15 year old to buy it 
than - than if they redeem C-Notes. I mean, I 
don't get the connection. 

I Q; There's no discussion of that? 

; A: NO. 

I 0: Okay. 

i A: Never crossed my mind until you mentioned 

I U. 

! Q: DOCS Reynolds track which orders have 

i been - which items have been ordered from the 

; catalog? 

i A: Oh, 1 imagine we do.Wc would know. 
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Hi G: Do you know who would keep that data? 

I [ 2 i A: Well, the guy that I guess keeps track of 
pi ail that stuff, direct mail stuff. Ed Blackmar is 
w In charge of that. 

ioi Q: From your - you said that people in the 

I (si Manglnl case were informed that the catalog was - 
m A: I believe that's the case, 
to) M R. WILLI AM S: Rc said he tho ught. 

[91 MR, SHONKA: You thought so. 

[,oi BY MR. SHONKA: 

ini Q: The Exhibit 3, the Camel Cash Catalog, was 

{<?] distributed in California? 

[i 3 l A: 1 believe - yeah, I think so. yeah. 

[t«) Q: And orders from California are being filled. 

[isi to the best of your knowledge? 

116 ! A: If it was distributed in California , rhere 
(i?) would be orders coming from California, 
mi 0: What about in other states where Reynolds 
[is) had settled litigation? Texas. 

[ 2 oi A: Well, wherever it says you can't do it, 
pil we’re not doing it. So whatever all those 
1221 arrangements are, you'd have to go back and - 
c?D 0: It depends on the settlement? 

A: Yeah, of course. Wc comply with whatever 
ps] the settlement agreement was, and when, and how. 
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(11 Q: I'd like to go back for a minute to 

pi Exhibit 1, and that is your resume. 

P! On the Iasi page, page 4. lctterj.it 
PI identifies four people as your supervisors: 
isj James W. Johnston. HJ. Greeninus? 


A: Greeniaus.That's a misspelling. 

Q: What is the correct spelling? 

A: (rR-E-E-N-H-I-A-U-S, or so me thing like that 
I'm gassing now. You guys got me. It’s one of 
tings, you’ve got it, but you have to thrnk 


H^about it 


1LLIAMS; We'll get you the spelling. 
WITNESS: Yeah.we'll get you the 



WILLIAMS: I'U send 


1TNESS; Typo. 
SHONKA: I can ta 
fcordjohn, if you'd 
jrt reporter. 

MR. WILLIAMS: No. no| 
Q,ng is, apparently no' 



orrected 




e correcuon on 
jjche spelling for 


m 

gat this table 




NKA: 

stone , Are those 
directors of RJ, 



BY 1 

Mike Harper and Stei 
members of the 1 
Ids Tobacco? 
oday? 

"cs. 

c only one that'sya meni|)cr of the board Is 
int's retired. John S 
'$ retired. 

ow is it you report to them? 
rell, I don’t. I mean, I guess what - 
MR, WILLIAMS: Just like the other ones 

done - let me just point this out.This has 
he people he's reported to during the time he 


Ins is retired. 


( ,6] MR. SHONKA: I understand. 

( 17 ] THE WITNESS: That's the way I took it. 

BY MR. SHONKA: 

[isj Q . Okay.Thesc are not all people right now, 
poj A: No.no. 

pi] Q: Okay.The only person you report to now is 

P 2 i Steve Goldstone? 

pai A: Yes, 

p«; Q: Is that it? 

P 5 ] AJl right.There Is a - the tobacco 


Page 98 


Pi company has a board of directors; Is that correct? 

p] A: Yes. 

m Q: And who serves on that board? 

W A: Oh. God. It's me * f may get this wrong - 
isi Chuck BUxt.&ob Gordon. 1 think Ken Lnpiejko. 1 
TO think Jim Wilson. I just don't remember them all. 
[7] Q: How many? 

Pi A: It's five or six, count - you know, maybe 
P! six - no. five or seven, counting me. I just have 
[io] to go check, 
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("] 

02] 

02] 

0*) 

OS] 

(16] 

oh 


Q: You're a member of the board? 

A: Uh-huh. 

Q: AS Is Steve Goldstone? 

A: No, 

Q: No? 

A: Wait a minute. Am la member of what board? 
Q: The board of directors of R J. Reynolds 
[i»l Tobacco. 

[i»i A: Oh.Ycah.Tobacco, not RJR Nabisco. 

[so] Q: No.Tobacco. 

tao And there are five or six members of the 
[ 22 ] tobacco board of directors? 
pai A: Right.Yeah. 

P4] MR. WILLIAMS: Or seven. 

(?si THE WITNESS: Seven. I'm sure it's an odd 


Page 100 


it's five or seven. 1 just don't 


(i I number or so 

I2j remember. 

(i, BY MR. SHONKA: 

( 4 j Q: Now, when you were hired ~ Is that the 
isi correct term - as president and CTO - 
[e; A: Promoted. 

Pi Q: Promoted - was that action taken by the 
[6i board of directors or was it taken - 
IS] A: Which board of directors? 

[id Q: OfRJRTobacco “ of ReynoldsTobacco. 
ini A: No. 1 mean, Jim Johnston, I'm sure after 
j[i 2 ] consulting with his boss, Mike Harper, asked roe if 1 
l,j) would accepts promotion to president and Chief 
[i4] operating officer. I mean - 
ns] Q; Ail right. Do you report to the board of 
[i6i directors at all? 
ii7] A: Of- 

[i8j G: Tobacco, 

[tj] A: Report to the board of directors? 

Q: Yes. 

A: l mean. I don't - 

Q: Is there a reporting relationship between 
[?3| you and the tobacco board? 

P <1 A: I - you'd have to a$k the lawyers. 1 


U1 

to 

y‘ 

VO 


PO! 

( 21 ) 

im 


ps] don't - technically,! don't know how that works. 
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[ij I mean, co me, the tobacco company board is - my 
PI point of view? 

Pi Q: Yes. 

W ft; - is a legality that exists /or reasons I 
isi don't comprehend. In no way does it exactly 
|bj function like - 1 mean, we're an operating company. 
Pi It doesn't function Like a board of directors of RJR 
TO N^isco^ 

P] | Thcrt|are public traded stock and all that 
t«i so^^BKing. So there are certain discrete, 1 
(tij gsess, legal requirements that every now and then 
pz] tl|M£|led tobacco company board, as it's 
M3! 

M*1 
[IS] 

M*1 
{'*1 
(«) 

(tsj S 
[201 
P'l 
ft?! 

P3I 
ft«; 

PS) 


Pag©103 


constituted, has to vote on things that arc 

obvious, an&jmr - and I don't 
d the existence ac<U«a*dn for it beyond 




a - it’s not like a \ 

[at RJR Nabisco tha^y^ad fiduciary' 
<Jer accountabilities'and aj^that stuff. 
pPiP!$e tobacco conipar^%iroy owned 
100 percent by the - RJR NaSiSlii^ 

oPlifc'tic members of thl^farcf of the tobacco 
cot^P^ board tgS^ctors^ta^l or appointed 5 
v . J ‘ * mally elected by 




of that board. §| 

what is the term of a 



er of Uic 


n’t remember. 

's - I don't remember if thfre's a 
or not. 

at is the correct na^^^^^he record. Of 
company that markets Internationally? 

: Hold on. 

: I believe - we'll have to 
its - it is now RJ. Reynolds 
anal, 

BY MR.SHONKA: 
i Reynolds International. 

I. Is R.J. Reynolds - 

A: I believe that's the way they have their 
ii 7 j formal logo now, but I’m not sure. 
d«; Q; Well, if we talk about RJ. Reynolds 

h»! International, wc understand what that means. 

poj A: Yeah. It used to be RJ. Reynolds Tobacco 
mi Company International. We would - you know, the — 
p?) in here wc would sayTI, like Tobacco International, 
psj Over the last year or so it’s become RI. 
p<l Frankly, it took me a while. Why are they 
pi! calling it RI? So somewhere they changed th eir 


HI heading, I guess.Wc just have to verify that, 
pi Q; But if wc talk about International, we 
pi understand what we Ye talking about? 

HI A: Yeah,Tobacco International, 

js] Q: Is International a subsidiary of Reynolds 
TO Tobacco? 

Pi 
TO 
PI 
[ 10 ] 

[") 

Mil 

( 13 ) 

|U] 

cist you're aware OP 

M6j A; Well, I’ve been here since 1974. It's - 

[it; yeah, it's certainly been that way - a separate 

[ii] reporting entity up to somebody higher in the 

[is] organization, independent of domestic, certainly 

jjjoi since the late '70s,mid/late '70s, 

pi] I joined in'74,1 don’t -1 don't 

las) ever - in fact, from my time with the company, as 

t?3j far as I know, It's always - it’s never reported to 

i 2 *] the domestic company. It’s been a sepatate 

nsi operating entity. 


A: Domestic? 

Q, Yes. 

A: (Witness shakes head) 

Q: Is it a subsidiary of RJR Nabisco? 

A; Yts. 

0; That's the structure, as you understand it? 
A: That is the structure. 

Q; Okay, Has that always been the case, that 
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[i] Q: Okay. Do you know where International is 
H headquartered? 

PI A; Geneva. 

TO Q: Was it at one time headquartered here in 
[5i Winston-Salem 5 

it] A; Yeah. A couple of different times. 

Pi Q: And do you remember when it moved to « 

TO A; Well, in the late '70s it was - t believe, 

Pi as 1 rccaU the sequence, It was moved here, I 
|i«i think, from Geneva,Then, somewhere - I don't 
[i i) know - ‘86, 1 think maybe when I was at Nabisco, 
nr) somewhere in there, it moved, 1 think, to London. 

M 3 ! Then, after the LBQ in '89, it moved back here from 
MU London. And then, '94/’95, somewhere in there, they 
MG moved it from here back to Geneva, 
tic] Q: Does it have offices in Winston-Salem today? 

(it) A; There's some-a few offices here, yeah. 

[is] Q; Docs Reynolds Tobacco, the domestic company, 

(191 have any wholly owned subsidiaries? 

poi A: I guess the only one that I would think of 

pi) would be RJR Packaging. We have our own 

pa] packaging - flexible packaging company that 

paj provides essentially all of our packaging for pur 

ts4) cigarettes - canons, wrappers, all that sort of - 

tis] foil. And then they also have an outside business_ 
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HI where they provide flexible packaging to Hershey 

131 Foods and Polaroid and people like that. And that’s 

pi headquartered here in \JPLnston-Salcm. 
l<l O: That's Archer? 

|S| A: It used to be called Archer, We now call it 

i«! KJK Packaging. We renamed it back in ' 93 , something 

n like chat. 

loi But. yes, it used to be Archer. A lot of 
still call it Archer. 

Docs the term "Project Blue" mean anything 
to you? 

^ Huh ul>. 

|ijl Q: Okay. Are you aware of recent efforts by 
(gSjiR^iolds, in conjunction with other tobacco 



nft . ffom pames, ,0 P re K nt tb 
’(Vei tobacco legislation? 
j^MfeiYes, 

[i«: ^ Okay. Is there a s| 

I've not heard on 
Okay. Is there a o 
pi] about it so that I don't 
|22|4.ndustry' s views on to 
[»^*S^gion it? 

124 ^^^: I'm no.fcsssssa: nee 
Sure 




s views on 


Pegs 107 


name for that? 




\ way we can talk 
say "present 
cco legislation'' every time 


up here a bit. 


Pi point. I'm just trying to think oi a way wc can 

P 5 talk alx>ut it - 

P) A: Cali it the - 

W MR, WILLIAMS; Exercise of First Amendment 
pi rights. 

tei THE WITNESS: Yeah.That so unds good. 

PI MR. SHONKA; And you say I coach, 

[st MR, WILLIAMS: You do. on the more critical 

[»i issues, 

pel Let me ask a question, David, What is - 

(iij THE WITNESS: What does this have to do with 

112 ] Camel? 

(mi MR. WILLIAMS: That’s well put, 

(Mj Mr. Schindler, 

psj What docs the tobacco industry's efforts on 
lit] the McCain Bill have to do with this case? 
ill?) How is this relevant is, I guess, a better 
(Hi way of putting it. 

(is; MR. SHONKA: I think it passes the test for 
[»] relevancy in discovery. 

(?,) MR. WILLIAMS: Well, I don't. And you're 

pel going to have to give us some son of modicum of 

[»l relevance here to proceed. 

(24] MR. SHONKA: Well, let’s proceed with some 
i«] questions and see wliat happens. 
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Are we talking a 
lie campaign we run 



|ad campaign, the 
regard to the McCain 


: Yes.Yes. 

: I want to make sdre ¥krf^sv what you're 

me here. 


s as Exhibit 


(<ps8|mg about.You nee 
All right.That’s fig 
1R. SHONKA: Let's 
nber 5. 

(lo^^CSchindler Deposition Exhibit No. 5 was 
p^ffipfked for identification,) 

1< 





QY MR. SHONKA: 

: I’m handing you, as Exhibit 5, an article 
a the "Washington Post" dated June 19th, 1998, 
references a television and radio campaign, 
lie) A: Right. 

(171 Q: That is what 1 was talking - 

(i» A: Yeah. Okay, 

lie] Sure, I'm aware of it. 

bo] Q: Okay. Now, the question is: Is there a 

Bn name for that camp - for the campaign that is 

pa referenced in Exhibit 5? 

r»i A: 1 can’t remember one, A specific code name 
[ 2*1 or- 

psj Q: I'm not even talking code name at this_ 


Page ICS 

pj MR. WILLIAMS: Let's take a moment here, 
pi Can wc take a break? 

P) MR. SHONKA: Sure. 

(4j (Recess taken from 11:2 4 a.m. to 11:31 a.m.) 
in MR. WILLIAMS: Let me just say, 1 see 
pj absolutely no reason why the tobacco industry’s 
P! efforts with respect to the tobacco legislation has 
pi any conceivable relevance to this case. But, in 
pi view of the fact that Mr. Shonka promises - or 
(ioj suggests strongly that he’s going to be moving 
pi] quickly, 1 will permit this, just so we don't have 
(121 an Issue. 

(131 But t can tell you that wc do have an issue 
[ 14 ] before the judge with respect to other irrelevances 
[isi that have been conducted in other depositions, and 
M6) this will be an example in Our opposition papers of 
[in some of that. 

Ii6j So go ahead. 

[i 8 ] MR. SHONKA: Can you read back John's 

pci statement? ii 

pu MR. WILLIAMS: I’ll give it to you again, ■ 

[221 Are you unclear on anything that I said? ^ , 
pu MR. SHONKA: No, no. no.I just wantftdtol 
p4] catch a phrase. 
psj MR. WILLIAMS: Sure. 


in 

to 

H 

M 

ID 


in 

to 
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ID Was it promise? It wasn’t promise. It was 
Pi suongly suggest. 

Vg Let's uot waste time, David.What is it you 

w want to know? 

(si MR. SHONKA: John, you're the only one 
(6j calking right now. 

(T) Could you please read that back. And we can 
m gt^goinfeagain. 

Pi LfWhaleupon, the record was read back by the 
lie! co^li^orter as follows: 
ini | Let me just say, I see 
ii ?1 alfpfnfrcty no reason why the 
[is] tobacco industrys efforts 
[i<] to the tobacco hv, 

(is, lepi^hasany 

ns] relevance to this 

(in cSclu^i view of the f "if'" J 

[is, fag^ha^lr. Shonka 

vs: p &n ijjB fcfr y- or suggests ^ 

pc] stwnglyiliat he’s going to 

(jij moving quickly, 1 will permitr®*®^ 

t»i th'S.ltS&siKtwe don’t have 


Pago in 


SP" ~ 
* 
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(t| jud; 
m trrel 
Pi con 
w dep 


W papm 


(ioi M 

nil indt 
m lego 

(13! A 


i#) respect to other 
Sfes chat have been 
£d in other 
^i.$, and this will be 

f ie in our opposition J 

some of that. 

|oNKA: Okay. I j ... j 
^ BY MFfif^fkA 

Schindler, let's talk about the 
efforts with respect to the 


lid] C&^|^^Mr. Williams referred to a moment 

[ig ago in his statement. 

ft*rj The press has widely reported that the 

im industry has spent approximately $40 million in 

(is, television and radio campaign. Is that more or Jess 

(is] an accurate figure? 

pot A: I think that's more or less an accurate 

tail figure. I haven't gone specifically and asked for 

sq an accounting of it at this point,but I think It'S 

l»l reasonably accurate, yeah. 

d<) Q: As of today, or as of - 

[as; A: As of today, I chink. Like I say, 1 


hi haven't - 

ra Q: And what does the campaign consist ot? 

[3j A: Television and radio commercials primarily. 

M Some print. But It’s primarily TV. Primarily TV 
(5] and radio. 

Hi Q: AU right. Is - well. Winston is currently 
Pi running some ads, currently billboards, that refer 
m to taxes and politicians in Washington; is that 
pi correct? 

(to, A: Oh-huh. 

ini Q: Are those ads part of the industry campaign? 

[i 2 | A: No. No. No. that's part of Winston's No 
[i3j Bull positioning: Why do politicians smoke cigars 
[M] while they’re trying to tax cigarettes? 

(it) Q- Yes. 

(i«i A: Good question. 

on Q; And that’s part of the Winston - 

(is. A: No Bull Campaign. 

!i» 0: All right. Not part of- 

pc; A: And that is viewed as bull behavior, smoking 
pij cigars while you're taxing cigarettes. Cigar guys 
pai really loved it. 

pa] Q: All right. Returning, then, to the 

124! industry's efforts with respect to the legislation, 

ps] what is Reynolds'share of the campaign? 

Page 112 

Hi A: Well, I would Imagine, at the end of the 
p; day, there will be a taUy and we will - you know, 
is] typically those things are,you know, allocated on 
[4] percent of market share. So if, you know, 

[si 40 million is -what is spent on this, then, you know, 
is] you could figure 25 percent of it would be ours, 
p] Q: Roughly 10 million? 

(s) A: Yeah. 

P) Q: What tobacco companies are participating in 
CO] the efforts? 

[ii] A: Well, there’s Philip Morris, Reynolds, 

(i 2 j B &W I LoriUard,and, I believe, U.S.Tolxicco, 

(i3i Q: Is the campaign - or the efforts being 
(i 4 ) funded by the tobacco companies independent of the 
(is] Tobacco Institute? 

Co] A: Ycs.TheTobacco Institute is not Involved 
[i7] in that campaign. 

[ia] Q: And who exercises approvals over the ads 
MS] that are run?... 

poi A: There Is a group from - made up of company 
pi] representatives from public relations and, I guess, 

C 22 ] ad - you know. Outside public relations consulting 
(23] firms, and then the internal staff people that, you 
1*4] know, review ad executions and decide what will run. 

pt] and when, and all that sort of thing. So it’s an 
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[i; industry group, along with outside. 

[?) Q: Who is Reynolds' representative on that 5 
01 A: Tommy Payne. 

[4] Q-. And he is Mr. Griscom's - 

[si A: Replacement. 

t«i Q: - replacement? 

|7j A; Yes. 

.m Q-. As head of external relations? 
fn] A| Right, 

Have you exercised review over any of the 


Pegs 115 


HI emotional Image Side of the brand. 

pi Q: Okay. How would you define promotion’ 

Pi A: It’s some value-added activity that you're 
(4) doing to cither keep a current franchise smoker 
[Sj loyal to the brand or to - and/or to encourage a 
(«i competitive smoker to try the brand, 
m So a promotion can be something like the 


Yeah. A couple of them. We had - the 
|fcaj thing aD materialized very quickly with the McCain 
what was goin^on in the Senate. So Tommy 
bfe.||i$sr lead guy in working?^^ the industry groups, 
jiti And we had one of out^^ncifcs create some ads, a 
PPii^le of which actuary beesync part of the set that 
pi) wafCised,They're the t^^^thac I actually saw 
had sort of a rcviewovcrTp this process, 
l^^iuse they were agency. 


W Camel Cash Catalog. It could be. you know, buy two 
[sj packs/gcr a lighter, buy two packs/gei One free, buy 
(ioi this pack at 40 cents off. It could be sweepstakes, 
ml There are all sons of - all of those arc 
[izj promotions, and they're intended either to - either 
(is] to hold franchise and/or attract competitive 
(i4) smokers. 

us! Q: And does marketing encompass both promotion 
lie) and advertising? 

[i 7j A: Yes. 

lie) Q: Anything else? 

(iej A: Well, from a standpoint, marketing 


( 2 <l Q: Okay. Are those a| 
r^v -,,.. A: They were throwjj 
3 |OLUd be allocate! 
R4|®^ic end. | 

wmm&: Soyou&sagrecei 


aur agency, 
or by Reynolds? 
ie pot, and then the 
on share, somewhere 


me credit for that in 


po) encompasses advertising, promotion, you know, all 
ml the retail activities, It involves the product, the 
iw] packaging. By product, I mean the design of the 
pa) product, the taste of the product, the packaging 
pi) design. All that's part Of - and the price, Is all 
psi part of the marketing mix. 


Page 11 a 


Page t if 



r final - |pi 

Yeah.Ycah.lt will jitS 


be an allocated 


!, whatever the rolraglmd up being on that. 

^•AW.SV.\\V.Vi;T ( 

I'd like to spend | few m inutes on Reynolds 
f ertising promotjon'policie|. But a couple of 


(talking definitions ftrpH# 

(Tp-M^iotv do you perso^hy^cpie advertising? 

How do I define ^d^rt^ing? 

In the most discrete sense. I’d call it 
in^^lsoards - certainly billboards are in there. 
dfObpously magazines. You know, all that sort of 
iioSf. And then, you know, I guess certain banners 
[i^^ point of sale you could get into as part of your 
siinll^iitisinE, you know. 

(it) Clearly billboards and - and print, you 
[in know, in our case. I mean, obviously you run a 
[i»i television ad.Then you get into the - you know, 
gs; people say point of sale. What - to me, a point of 
pci sale banner is carrying forward something you’re 
ri] actually doing on a billboard and it's in that 
p?i advertising. Certainly brand awareness and point of 
t»l sale. 

p4j But advertising is intended to communicate 
pt) the brand proposition, the product, and the 


[i; Q: Okay. According to company policy, what is 
[?i the youngest age at which Reynolds directs Its 
[sj advertising efforts? 

[4] A: Well, we don’t - policy is we do not - as 
[Sj we develop - whether it’s a promotion, a new 
(6) product, new packaging design, advertising, anything 
Pi in that, you know, marketing mix. we - our policy 
(e; is that wc don’t - we don't talk to smokers in 
Pi focus groups or quantitative research under the age 
[ioi of 21. 

in) So, by definition, if you're not talking to 
[i 2 ( somebody under the age of 2l.you ain't directing 
ini It. I mean, that's the - marketing is not a - as 
[i4] you imagine, It's a very unusual, quote, game, and 
(it! you talk to people you're interested in getting to 
(is) try your product. And that’s where our policy' is: 
ii7] We don’t talk to anybody under the age of 21. 

[ie] Q; So is It your testimony that you do not 
[i9j direct advertising efforts to anyone under 21? 
po] A: I don't know how to direct something to 
pi) somebody I don’t talk to, 

1255 Q; What about promotional efforts? What's the 


pa] youngest age at which Reynolds will direct - 
p4) A: Same thing. We - you know. If It’s a new 


I rsi product.a pack design,a promotional idea,anything 
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HI that - where we go out and - just about typically, 
p; in everything we do. we'll go Out and talk to 
Pi smokers, franchise and competitive. AjiU the rules 
[*j are that, in that process, wc don't talk to anybody, 

Pi about any idea, that's under the age of 21. 

Q: How long has that policy been in effect? 

A: Since. I believe, 1992, About six years. 

Q:„And how is it communicated to Reynolds 
;at employees 5 '! 

was originally communicated in a 
menpnhat was sent out to everybody by the then head 
im of Jim Schroer, and it's pan of the 

(ui ongoing training of new people in policy. And all 
[p] of oraiiKApl&rs and suppliers uqsjcrstand it.That’s, 


i«i 

m 

(91 


HD] 

l"l 


I isi you , 


^rmally trained and.er 


^d, and that’s 


[ 16 ! it. Everybody knows. 

(i7) I'd like to havts^rnatkl^l as 

|i?l Exhibit.6 -f°~ 

|r Deposition Exhit was 


BY MR. S 

Mr. Schindler, I belli 
c you right now. 
rred to 




II 

M 

PI 

W 

P 



|Schroer? 

her. 

b? 

lS^llild refer you for a r to the 


and just above th 
ere is an introdu 
;that says: (Readiri, 
of our direct 
mpling., and most 
otional activities 
cd to 21 and above, 
tten; - what 
.ish practical 
"ollowing 




Page 1 is 



t« secon 
m parag 
tei COU; 
pi Sin 1 
[to] marke 
(ii] of our 
(i:il arc 
(is! what 
[n] this mi 
im matte 
[ip [colon]. 

[in And then, if you'd look down to paragraph 

[isi 4, it says; (Reading) 

(isi Research conducted to 

po) understand and track the 

pi] cigarette category and the 

E-i performance of our brands and 

tri) those of our competitors can 

pi) continue to be conducted among 

OS] all adult smokers. 


bered 
graph - a 


Page 119 

HI And there's something - 

Pi MR, WILLIAMS: There's something else in 

Hi there. 

Hi THE WITNESS: There's something there, 

[51 BY MR. SHONKA: 

Pi 0; - under that. And do you know wh;u that 
m something is 5 
Pi A: Nope. I can't - 
Pi Do you? 

[ioi 0:1 don't. But prior to this ad - I’m sorry. 

(ui Prior to the change in policy reflected it. 

|(i 3 Exhibit 6, the practice was to conduct trucking and 

[is] research among those IS and above: is that correct? 
jiui A: Yes. As far as I know. 

nsj Q; So. In context, when it says it can continue 

[it] to be conducted among ail adult something smokers. 

[i7] would [hat be 18 and above? 

[i»l A: 1 don't know what - it says: Adult 
[isi smokers, parentheses, something plus. 
po| ] don’t know what that is. I don't know if 

pil that's 18 or what. But I believe this Number 4 
psi paragraph is referring to tracking, which means 
pi! brand choices, you know, So we track IS to 24 for 
p-ij that. 

pas] Q; So it does talk about tracking cigarette 


Page 120 

Hi category and performance; is that correct? 

PI A: Yes. 

0 i Q; And you do track 18 - 
(4j A: To 24. All legal age gimtps. 

Pi Q: Yes. Everybody above 18. 

{<st A; Everybody above 18. Yes. 

P) Q: All right.The first half of that sentence 
ro says: (Reading) 

[j] Research conducted to 
[ioi understand the performance of 
ml our brands and those of our 
[iz] competitors can continue to be 
[U! conducted. 

][i4] Do you understand that to mean something 
|[is] besides tracking? 

ut] A: Look, we've got a problem here. I don't 

ii?] know what's In that parentheses. Okay? What I can 
[is; tell you is, when it comes to discussing brand 
[is] positionlflgs, advertising campaigns, advertising 

[ 20 ] executions, pack design, product, promotional ideas, 
pi; all those sorts of - where wc go out and do 
pal quantitative research, or talk to people in 
ps] qualitative focus groups, wc don't do that kind of 
P4j research with anybody under the age of 21. 
psj We track brand choices at 18 and above. 
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;t[ That's what we do. 

si Now. to - what that means, relative to 

pi what Jim Schrocr said in this memo six years ago, I 
(4| don't know.That'S what we do. And that's what 
(51 we've been doing, to my knowledge, for six years, 
in It's certainly what we've been doing - well, that's 
Pi what we’ve been doing for the six years since this 
(6) has been written, and certainly for the four that 
/Idj I’ve^een president. 

I just described to you what we're 
^1 doing. Is that what he meant? I assume it is. 

§|use that’s what weTe doing. 

Q 5 : Now. if I can refer you back to the first 


Pag* 123 




Uh>huh. 

Or There is a - fourf 
Cigarette Adve.rti: 

Yes, that's the pa 
rid I'll read tire sentence 
in is the last 
in context: (Reading' 
for example, niode[s mu5t 

appear to be 2 
r. We riopessadvc 
cationssdt^tted 


aragraph down. 

Promotion Code? 


at I - I'm 
f it. But to put 




|xirily to those undi 
[ our direct mail and 
pling activities are 
PjSrestpcted to smokers ^ljor 
(sfsestftl r 




[tj Q: No. Strike that. 

pi A: - want to make sure I - 

PI MR. WILLIAMS: The question was not very 
HI artful. I think he's going to rephrase it. 
p] MR-SHONKA: Good guess. John. 

(61 BY MR. SHONKA: 

n 0: Today Reynolds sells product to consumers 
jo] through the mail and limits those sales to people 21 
[?l and above: is that correct? 

[io] A: Well, we don't sell product through the 
in] mail. 

[i 2 i Q: What do you do 1 

(i 3 i A: I don't think wc do.Yeah. 

[uj Doral. for example: Send in 70 packs and 
jliS] you’ll get a carton. Okay? 
t«s) Q: Yes. 

(it] A: So it’s not a sale In the sense of: Send us 
net $14 and you'll get a canon. It’s redeeming 
|[t 9 ] coupons. So you’U get some products sent through 
poj the mail. 

PH It’s not sale in the transaction of money; 

(221 it’s redemption, some sort of coupons. 1 don’t view 
t«S that as -1 don’t mean to get technical,but it’s 
p<i not a sale in that context. 

[js] But, yes, you have promotion items, you 


Pago 122 


Page 12 4 


Right. 

Do you see that?| 

Uh-buh. 

S: What - do you k^Sli^at is meant by the 
i "our direct mail," what that refers to? 

& Things you do through the mail.You know, 

• 1 guess ~ well, now. hold -1 don’t know, 
bun. I have to say he's talking about coupons and 
if. put I don't - certainly product, He'S 
about sampling. 

You know, we try and ensure that what we'te 
[in doing through the mail, whether it s commercial 
(i6| items out of the Camel Cash Catalog, certainly 

li9i produce is 21. So - 

poj Q: Product is 2 L. sampling is 21. 
pi; At all times has things other than product 
t»i been - direct mail activities involving things 
t»i other than product been 21 and above? 
p<»] A: Now. ask me that question again. I’m not 
ps; trying to be difficult.I just 


(tj have coupons, and product, commercially related. 

Pi that they can go through the mail, and we try to 
pi keep that to people that are 21. 

(dj Q: All right. Now, focusing on merchandise 
[ 5 | only.has Reynolds’ policy always been to market, 

(«l redeem, whatever, sell that to consumers who arc 
p) over 21? 

[dj A: Always? 

(«] Q: Yes. 

(io) A: Like, from when? You mean - 

in) Q: As far as you know. 

[ig A: - since 1875? 

(i 3 l Q: We ll limit it to your experience with the 

l (i*I company. 

(is) A: Well. I - you know, I can -1 can speak to 
[ 16 ] what 1 know over the last four years with regard - 
tm I know, over the last four years .that’s where we’ve 
tit! been.That’s when I've been directly accountable.. 
[i 9 l You know, as fv as I know, 21 has been 
pal the - you know, the control as long as we've been 
pi) Into these Items through the mail. But, you know, 
p 2 ) you have to go back in time to be absolutely sure of 
p 3 i that. I mean, h has been - aU of my knowledge of 
,p4j it is, os long as I've been in this executive role, j„,„ 
ps) and certainly in this job, absolutely. 


Ul 

to 


U) 


*r* 
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[>) Q: Yes. 

P] A; So - 

i3i Q: But you had no knowledge before - 

i«) A: No. 1 mean, my understanding is it has been 

[sj 21 fora long time, or certainly over the time we've 
m been engaged in these activities. Rut - 
71 MR. WILUAMS: I think he said he could only 
SI tell you since the time he's been in the job. 
a Tjtfe WITNESS: Yes, Tor sure. Right, 
res NLR, SHONKA; Yes.That's - 

[i i) TlfSim NESS; My understanding is it's been 


itn thelfcasc for a long time. I'd have to go check ■ 



go check and say; Okay, gang, what's 


i«! generally 
pa] A: 
tw Schroi 
ps) sayin, 



5NKA: Okay. No. th 
|ant to clarify that 

.ay' 

ESS: Right. 

BY MR. 
you know what Rj 
2 regarding market! 
advertising and p 
think it's - gene 



t^estion 

!'t know as you 


^’policy was 
nd promotion 
sj 


it Jim 



ts at^culating here, aqd t|aC| why he's 
roaybe^ffieed tflrefiis our rules on 




t models to 
nd directing 


lustry 



|e focus group.Tall 
■>at they appear tc 
j. and all that sort ofj 
; - you know, this if 
wc try to eompiy-withv^nd, I guess. 

.,'92, Schroer felt th^re wa|iat least an 
r n mcooiufe||cy between having tnwti as guidelines 
pi rctotivfn^marketing, but thei^i^^ 19 and 20 
^r 18 year olds in fQ^yjj^ups. 
they said: Hey, let’rge^'Wcd 
rse guidelines. Which preceded 1992 It 
'certainly into the '70s. 

^our understanding that Reynolds has 
’ limited its targeting to people 18 and 
^992? 

A; Before 1992? 

[!t] Q-. Before the change of policy in Exhibit 6? 

pa] A: Ask roc the question again. 

[1,1 MR. SHONKA: Would you read it back. 

pc) (Previous question read by reporter.) 

r.| THE WITNESS; Yes. It's been my 

{hi understanding, my personal experience in my 24 years 

i»i with the company. 

p*i BY MR. SHONKA; 

[ 25 ] Q; And. I take it, marketing personnel are 
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Ml aware of that policy? 

( 2 ) A: Absolutely 

di Q: And external relations people arc aware of 

pi it? 

(si A: Everybody in the company, 

161 MR. WILLIAMS: Excuse me.You're talking 

Pi about a po :y that's no longer in effect. 

(6] THE WITNESS: Wait a minute. 

Pi MR. SHONKA: Well, we're focusing - 
po] THE WITNESS: All right. Can we stop here? 
hi! I’m confused now.What policy arc we talking about? 

(iz) MR. SHONKA: I am talking pre-1992. 

[i3j MR. WILLIAMS; Okay. Your question was 
in] present tense. though.That’s my point of 
[i6i objection. 

nej MR, SHONKA; Would you read the question 

n?] back.please. 

[i»] (Previous two questions and answers read by 
[<9i repoaer.) 

pc] BY MR. SHONKA: 

pi) Q: All right. Let's put those in the past 

[ 22 ] tense so that we make it clear that we're talking 

123] about pre-1992. 

is*] All marketing 7 

( 2 Sj A: All marketing, 1 mean,marketing - it’s 
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lU been the policy of this company, as tong as I’ve 
( 2 ] been in it, since 19/4 - and 1 spent a couple years 
[31 in sales back in the mid VOs - that we do not 
I*! market our products to people under the legal age to 
is] buy the product. And everybody knows that. 

(6j In my 24 years in this company, I have 
PI never been engaged in a conversation or a meeting 
(sj where anybody proposed the idea that we should be 
to; marketing cigarettes to 14 year olds, or 16 year 
no] olds, or any of that stuff, It was very clearly 
|u| understood,and I - in fact.I know for z fact, 
jig back in the mid ’70s when I worked in sales, that 
[is] our sales force was restricted from putting point of 
[uj sale from around - on college campuses, when most 
[isj of the people in the college campus were of the 
[is] legal age to buy the product, 

(in So this is a well-established policy in 
[i»l this company that goes back as many years as I've 
(mi been here. 

pot MR. SHONKA: J’d like to have a document 
ptj marked as Exhibit 7. 
pa (Schindler Deposition Exhibit No. 7 was 
[23] marked for identification.) 

P 4[ BY MR. SHONKA: 

PS] Q: And, Mr. Schindler. l‘d just ask you to look 


( 34 ) Mitt-U-Scrlpt® for The Record, Inc. - ( 301 ) 870-8025 

“Hods « hiowwuHS Manioc as ±kos wdiS:2T 86, 0E *nr 

Ipttp://legacy.library.ucsf.edo/lfd/snto^7a0'©/pdf industrydocuments.ucsf.edu/docs/rmgl0001 


Pzge 125 - Page 128 

PE'd 


52119 9*748 


MATTER NO. DQ9285 


July 28, 199 


Page 129 


[i] at Exhibit 7.Axid please tell me. after you review 

pi it, whether the statements in this letter are 
pi consistent - or reflect Reynolds' policy as you 
>1 understand it to have been in 1986. 

[5t (Witness reviews document.) 
t«5 A: Now, what's your question’ 

m Q: Docs the letter accurately reflect Reynolds’ 
jpi policy as of September 1986, to the best of your 
f p) understanding’ 

I - I guess. I mean, 1 was a plant 
manager. I mean, I'm not sure I understand. 

R. WILLIAMS: 1 guess- 

f^R. SHONKA: John. I object to your coaching 
witness at this ooigt. It's a simple question: 
s the document re fleffi&e ynolds' policy - 
R. WILLIAMS: Thread the entire 
enc.All right? 

|ilar- 

tbc only question 

t. 

!) 

.This coupon 
outlet and a legal 

or buying a 

- you know, let’s say he 




P'l 


s there anything 
R, SHONKA: It's pit)! 
ive on the whole 
(Witness reviews 
MK. THE WITNESS: I do; 
pf^ffinj!| if 1 was runnings 
er at red 

t of sal^pSiimotio. 

4 




, two packs with a 
• the product. I'd sell 
1R. SHONKA: Okaj 
HE WITNESS: So -fcybu know. 


'EY MRiSHONKA: 
b: But does the lct^^»ct poUcy? 

I/IR. WILLIAMS: WcU.I-aw.uld appreciate it 
|ou’d tell him in wtiTch|regard, 

; WITNESS: Vea^^B^t - you do 
ir - what ijolicy? 1986 - I was a plant manager 
5.1 was not in the marketing department. 1 
: was not the president of the company. You're asking 
'■ about policy in 1986. 
s BY MR. SHONKA: 

^This is not a trick question. It's a simple 

[i«l question. Does the document ~ 

A: Well, no.To die best of my knowledge, it 
t<6) sounds like it does. 

[iB] Q; Okay. 

t?q A: 1 mean - 

PU Q: That's fine. 1 have no further questions. 
m Looking at the current policy, since 1992, 
i»! does it violate that policy if advertising promotion 
psi appeal to those 18 to 20 years of age? 

IK) A: No. 
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nj Q: Why not? 

PI A: The policy is that. If we're developing any 
pi sort of component of the marketing mix, whether it's 
(*! product, whether it's advertising, promotion, you 

is) know, pricing, you know, buy one - buy two/get one 
lei free, buy - whatever, we talk to smokers 21 years 

it] and older. Wc do not - this is for six years. We 

[bj do not communicate with 18,19, and 20 year old 
is] smokers about that.We don't communicate to them 
[ioi about their attitudes and brand perceptions and all 
[ii| that sort of Stuff. 

ea So wc have put, 1 believe, a rather 

[is] impressive three-year difference between the least 

[i<! legal age to buy the product and where we begin to 

(is) talk to smokers. 

[it] You know, if out of that process where we 

[i7] have an ad execution or promotion that 21 year olds 
[i«] like, and 29 year olds like, and M» year olds like, 

[is; and 45 year olds like, a 19 year old says. It 
pci appeals to me. 1 do not see that as violating a 
pi] policy, I mean. I wouldn't know - 1 mean, I 
p 2 ] wouldn't know whai to do about that. 

We don't go and ask them: What do you 
( 2*1 think of It? So 1 don’t even have any data whether 
t»! they like it or not. 
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nd I’m 19 and I could 
him. 


Page 13: 

[i] So you're askings very vague.very 

(?) theoretical question, because we don't go back to 19 
pj year olds and say; Hey, did you like the promotion 
Pi we just ran? Did you like the Camel Cash 
[ti Collectibles? So you're asking tills nebulous. 

[e] vague, theoretical question, 
m We're not - in the process of developing 
pi our marketing programs, we're not talking to those 
Pi people, either before or after something is 
[ioi executed. Might it appeal to somebody, something? 

[ii] It's possible. 

[is] Q: What if you discovered by some fashion that 
(i 3 j ads primarily appealed to 18 to 20 year olds? 

(i4) A: I don't have that knowledge. I've never 

[is] seen any data like that. 

ii« Q; Let's say if it came to light - 

[it] A: It hasn't come to light 
(ijj Q: - through some neutral third party. 

[is] A; 1c hasn’t come to light, 

t?o] Q: If it did. 

pi! A: It hasn't, 

pzi Q: But if It did, what would you do? „ 

pj] A: It hasn't. 

pa] MR. WILLIAMS: Well, object •* 

PS) THE WITNESS: I've never seen any data like 
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HI that. With all the accusations on Joe Camel that 
pi you and everybody else that doesn't like cigarettes 
W unU cigarette marketing have thrown on us - I mean, 

HI forty yc 3 t olds like. Joe.Fiity year olds like Joe. 

Hi Thirty-five year olds. I've never seen a single - 
;rl the most - by your own definition, most 

controversial ad campaign of all rime, corrupted the 


m 


(«! youth of America, I've never seen any data say it 


pi only appealed to 18 to 20 year olds. 


('01 

["1 


’t even imagine how we'd ever end up 
with so me thing, since we don't even talk to those 


naj pcf 


it it only appealed to 18 to 20 year olds. 


1’v^sncvcr seen it. I've never seen it happen 



cen it on Joe g. 
e asking a totally th 
^at has no basis in 
n in this business^ 
wer it. 

BY m'SHON 
was the target mai 


sni non-filters in 1985? Do youk 


pri 

[M| 

iw 


S4te target market for 


t T know 


p?l ni 



u know if they di 


t about today? 

A: JBnr ^on-filters? 

Q. 

:'s -1 mean, in a ulPPlifnean, 
r them - typically, I|b&|kp|i| people that 
l-filters arc probably oi^erThcre's not a 
: smoking ^^S^rs nowadays. 
l -1 haven't seen any research 
^ned on non-fdtcrs.That I remember, 

\ Reynolds just keep the non-fibers out 
Sic tradition? 

le^ause we make money on them. People 
1 we make money on them. About six, 
[i«l seven tenth's of a share point, which is pretty 
(itj good, 1 mean, it’s de c l in ing, but it's not there 
[tai for tradition. It's there to make money. 
i>9) Q: Okay. Was the purpose of the Joe Camel 

poi Campaign, as you understand it, to reposition the 

pi] brand to attract younger adult smokers? 
p«j A: It was - yeah, the purpose of the 

pj] repositioning of the brand and the use of Joe Camel 
p<] advertising for - as the Camel advertising was to 

PS] try to make the brand more appealing to 18 to 24 


in year old smokers. All smokers, but also 18 to 24. 
pi 0: And 18 to 24 or younger adufr smokers. 

Pl that's how you define them? 
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A: That's how it's been defined, yes. 

Q: And that includes 18 to 20 year olds? 
A: It's 18 to 24,and that's 18,19, 20, 21, 


Pl 22,23, and 24. 


E6| 


Q; Okay. Did (he Joe Camel Campaign emphasize 


pi 18 to 20 year olds? 



iio) A 1 . It emphasized 18 to 24 year olds, in all my 
pt) experience with it. 

[in Q; Was there a special emphasis on 18 to 20 
(u) year old white males’ 

[tai A: Not that I recall. Not in my experience 
psj with it.You know, for - the campaign's out there 
H 6 j about nine years. It reported to me for four. I 
fir] never heard anybody talking about 18 to 20 year 
[t«] olds. Eighteen to 24,21 to 24, that kind of thing, 

[iv] but 1 never heard anybody sitting around in review's 
[M] talking about 18 to 20 year olds. 

Q: In 1985. what was the target market for the 


[ 22 ] filtered Camels? 


A: I have no idea, 

Q: How- about '87? Do you know? 
A: 1 was in foods. 
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di 0: Do you know what the target market is today 

[ 2 ] for the filtered Camels? 

( 3 ) A: I don't recall -1 mean, to my memory, I 

HI don't recall ever sitting down and - with Lynn or 
(sj Fran, talking about the target market for Camel 
lej filters. We talked about Camel brand. But i - you 
( 7 ] know, 1 don't remember ever sitting down with 
P! anybody and talking about the target market for 
[ 9 ] Camel filters. We're marketing Camel. 

[no] Q: Do you have any understanding as to why 
ft 13 Camel cigarettes began losing market share in the 
[it] early 1980s’ 

[i 3 | A: I think it began losing before that. 

[i 4 j Q: Do you have any understanding sis to the 
jusj reason why? 

[i6] A: Probably a lot of reasons. Product, harsher 
(it) product, perceptions of harsher product; old dusty 
j;i») brand whose marketing wasn’t probably relevant irt 

lie] the marketplace. Probably a lot of reasons, 

\txi Q: Can you think of any others besides - 

[ 2 ti A; I Just covered product - 

(zz] G: And perceptions? 

pj] A; - and advertising and marketing. I mean, 

pi] perceptions. I mean, that's, Ukc, it. 

|[zs) 0: Basically everything that was wrong -_ 


Http 
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['i 


A: Well, 1 mein, it was an nld brand. And, you 


B! know, it just - its advertising, marketing stuff, 
pi obviously wasn’t working. And it had, you know, 
!«1 product perception issues tor sure. 


PI 

PI 

in 


.>*■ 
j (51 


Q: Was quitting 3 factor in the decline? 

A: Huii? ‘ 

Q: Was quitting a factor in the decline? 

Decline of share’ 

MR WILLIAMS: In share? 

|^1E WITNESS: T doubt - I don’t think - 
you're talking about share of whatever the market 
| J don't know what you mean by: Was quitting 
^aj a factor in the decline? 

E^fMR. SHONKA: 

Let’s break that out.^^ssfe a factor in 
ecline of share of jliffket?' 

L WILLIAMS: Coulpb^ou^finc quitting? 



WITNESS: I me 
We what you're as 4 
.WILLIAMS: Wha 
t?il The brand or smoking’j 


RZIKv, 
pal 


o you have an ui 
Yeah, 
ing in 



it sure - I'm 


mean by quitting? 



HONKA: 
ding of quitting? 
.But people quit 


? tn£ Q§ Yes. 

So I don’t - we doiT t’^Un ean, when we 
nt We# >uic share of mark gpfeicg n, it's like after 
M^eveYybody'.s quit in a ghxnjdjne frame: Here s 
k'IW s smoking. What share do|you have? 




s about quitting 
ei - is that what 


1 don’t - 1 don’t i 
; you - what the qty 
§ng a bigger impaction] 
re asking me? 

Well, yes. If quitters - if the number of 
lers exceed the number of starters, then share 
dd decline. I take it - 
1R. WILLIAMS: I object - 
|fh SHONKA: John- 

IwiLLIAMS: Wait. 1 object to the 
[in question. Okay? Because it assumes a fact that is 
It 7 ] totally contrary to everything he’s saying.You're 
[ib) not listening to him. 

(i91 Let's move on, 

po] THE WITNESS: Your share of the market - 

P't your market is always the number of cigarettes being 

[Mj sold in a given time frame. Okay? It would not be 

paj necessary - you’re automatically affected by an 

pw] imbalance between quitters and starters, as you 

ps] portrayed it. 1 mean, your market might be - your_ 
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(•) total market would be smaller. If you had more 

pi people quitting smoking than people who arc starting 

PI to go smoke Or whatever, then you’re going to sell 
l«: less cigarettes.That does not mean that your share 
PI of that market would be smaller, It’s a percent of 

[6] the market that’s being sold. 

[7] So you could have a brand share grow even 

[B] though their volume went down, because the whole 
Pi market went down, but they got a bigger piece of it, 

[io] Do you understand what I’m saying? It doesn’t - 
ini O: Share of market percentage? 

[iy A: Yeah. It’s what's left in the market. So, 

(isi you know - so four share points 20 years ago on 
tu] Camel, let’s say - whatever it was 20 years ago. 

[!« four, four and a half, I’m not sure - you're 

[ib] selling a lot more cigarettes than the five share is 

[i7] today because the market was bigger. 

(in) Q: So when we were talking about Camel losing 
[i9] market share In the early 1980s, vs-as it losing 
po] share? 

I?i| A: It was losing share of cigarettes being 
pzi consumed. 

[j3j Q: As a percentage of the - 

p«j A: As a percent of whatever the market - yeah. 

RSI Q: Okay. And was that loss in share at all due 
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[ij to quitters exceeding people taking up the brand? 
( 2 ] A: I have no idea.Wcll - I don't know. I 
PI never really thought about it that way. 
pi Well, it's a function of less people 
tst smoking the brand, Okay? I mean, that's for sure. 
[«] 0: Okay. Did Reynolds develop a strategy to 

P] combat the loss of market share in the early '80s? 
it) MR. WILLIAMS: Arc you talking about for 
Pi Camel? 

pci THE WITNESS: Yes. since this is all Camel. 

(ui In the early ’80s? 


Ol 

ro 


u> 


1123 MR. SHONKA: Yes. 

[UI THE WITNESS: I’m not sure about the early 

[Hi ‘80s. 

( ,S] BY MR. SHONKA: 

(iej Q: Before the initiation of the Joe Camel 

( 17 ) Campaign, did Reynolds have or explore a strategy to 

tie] attract first usual brand smokers’ 

A: Firs: usual bund smokers. What Is chat? 

O: You don’t know what the term is? 

A: Oh, IVe - in deposition I * I've - Is 


cn 

M 


(tB| 

po] 

I”) 


paj where I first heard - IVe been with this company 


(Ml 


24 years. So about two years ago. I guess, when I 


|24| started depositions, I heard this term "FUBYAS.*. 


t**l 


And l said: What the heck is u FUBYA? So I kArncd 
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til through these documents, first usual brand young 

[7] adult smoker. Okay? Sounds really interesting 
p .1 What is that? 

j«j What is that? I don't know. So, I don't 

ist know of any -1 mean. I've been presidentOO, sort 
it] of in charge of this place, for four years, 1 can 
p; guarantee 1 never sat in a room and had any 
(si discussion about FUBYAS and marketing strategy for 
(9) ftr^usual^bmnd young adult smokers. And I’ve 
poi be ftp oojff c executive committee, cither as head of 
[itj operawhs, very close to everything we're doing in 
(i 2 l thi|^m<}ption, since October of '88, and I don't 
(>si evfnrtuiiinbcr sitting in a room and someone saying: 
(U] Ah' wt vt#,ot a hot strategy for first usual brand 
11 $] yo^n|l$iat^i smokers. 

even know the cef 


( 16 ) 

rct lfeM^ x,su ' d wntil I ,co ^ 

[is] these documents in front of 
covers ten years a 
|years as CXO ■ 

. m |>rctty confident a 
I??; years that I've never heard of^ny 
cts) first 


d throwing 





ave iauco? 

sss»ss?ssa«§ 

That’s -1 mean, it's come up - I 
bout it in deposition,And sure, you 
the documents. I said: What the heck Ls 
,ys?Thai kind of discussion. 

're Diking about somebody coming in 

_&wn and saying: Ah-hah, we've got a 

(i«l marketing plan for first usual brand young adult 
(iT) smokers. No. I mean. I don't think anybody would 
[i»i know how to sit down and have that discussion, 
because I'm not even sure what it is. 

But, no. Been CEO four years, spent the 
pt! biggest - by far, the biggest block of my time on 
pa] marketing issues. 

paj When I fust heard the term, 1 laughed. 

( 28 j Sounded like one of those things chat sound smart 
rsi until you start asking what does that mean and you 


(181 

poj 
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in don't get a straight answer, So however long it 

(h bounced around in the organization - and my 
oi understanding - or at least some recollection of 
W that term, it was created somewhere back in the 
is) early '80s, or mid '80s - l don’t - somewhere in 
(oi there, in those documents, it never became operating 
m language of this company for long. At least not at 
(6! my ten years at the senior level, that 1 - 
(9j absolutely not in the last four. 

(i 0 j Q: Have you. in the last ten years, dealt with 
ini marketing plans at all? 

(in A: It's repotted to me for four years. Prior 
in] to that, for five years I was the head Of 
[i*l manufacturing, so - in all the operations of the 
(is) company. So l ■was, you know, at the executive 
[is] level.You know, wc made the products, new 
(i7) products, all that sort of stuff. I - you know, 

(iei strategic plan reviews, my own lunches and 

(is; conversations with heads of marketing and the senior 

rao] pcople.They didn't report to me, but I sure as 

tan heck knew what was going on. I never heard anybody 

BKj Diking 3bout marketing strategies for first usual 

j»] brand young adult smokers. 

( 2 *! Q: No.The question there wasn't talking 
( 2 si about, but in terms of marketing documents, you 
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[ii never saw those. 

(21 A: I'm sorry. What arc you asking? 

PI MR. SHONKA: Could you back up and read my 
Hi previous question, please. 

(5) (Previous question read by reporter.) 

1 «] THE WITNESS: Yes. 
p, BY MR. SHONKA: 

(b| Q: And you've never seen the term "FUBYAS" in 
no any of the marketing plans? 

[io] A: l sure don't remember.Absolutely not In 
tit] the last four years. No, never before that.l 
[i 2 i mean, my recollection is, when I first saw the term. 
(i 3 ) and as it came up In this deposition stuff that 
(i<l started for me about two years ago. I said. What is 
its! that? 

(is) So, obviously, that would son of tell you 
[in that it was not something on the top of my mind. I 
(is] said:What In the heck is a FUBYA? And that's when 
[io] I first heard first usual brand young aduJt smokers, 
po) So - 

pt| Q; Let's concentrate on the period before the 
tra Exhibit 6 change In policy.Now,that's - 
R3] A: Which one is that? 

( 2*1 Q: May - Exhibit 6. 


MR. WILLIAMS: 1982. 
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(U 

PI 

W 

W 

W 

i £ l 


MR. SHONKA: May 2<$,1982. 

THE WITNESS: Oh. Jim Schtoer’s memo. 

MR. SHONKA: Yeah. 

THE WITNESS: Okay. 

BY MR. SHONKA: 

Q: Now. before 1992. you were first a senior 
K vice president, executive vice president at Reynolds 

irTob^Co? 

A;JUh-huh. 

Responsibilities, cigarette manufacturing, 
ering, quality assurance? 
ight. 

•id you at that time see marketing documents 



Jh-huh. Sure. And - been in 

jting presentations;; revie:^at the executive 


[trHeveSeah. as part of thc sctporexecutwc group 



company 
nd you saw strate 
h, yeah. Absolute 


Q: Marketing plans? 



iure. 

m all tlic brands? 
t’eah. 

From th^cinffiel b 



as well? 


Pege146 



m "FUBYAS"? 


.ember it. It 
l language of this 
ivc -1 wouldn't 
kers, yeah, that 
to speak, of the 


|And you never saw ( 

T don't remember | 
jjAnd it was never < 

A m telling you. I 
Certainly not the of 
tiiation.l mean, it' 
j- 18 to 24.young: 

The operational langiiajS 
filiation. All I 'm telling you is, if FUBYAS was 
^aningful operational language of this company, 
|uldn’t have -1 wouldn't have had to say in 
jsition preparation: What the heck is that? 
can. it just - definitely in the last 
(isjTbur years, where it all reports to me, say, hey- 
(i$! if somebody came to me and said, I’ve got a plan for 
Itrj FUBYAS, I’d say.Yeah, really? Well, what is a 
{is] FUBYA? 

ns] And, 1 got to tell you, they'd have 

pot trouble - weh. that's the first usual brand young 

[ 2 ij adult smoker. 

(W! Well, what does that mean? How arc you 
[wi going to develop a plan for that? 

And I can tell you what:They couldn't, 
psi You can say. you know: Wc want to Increase 


Pag© ^ 4? 

ji] our share of \ 8 to 24, 21 to 29- We want this atcl 

pj campaign to appeal to 21 to 24 year olds.And you 

pj can go out and talk to 21 to 24 year olds and show 

[«j them ads, show them packaging, show them cigarette 
(S) design, have them taste products, do ah that stuff, 
l«) run the promotion, run the advertising. Go back to 
[ 7 ] them and say: Well, what did you think of that? A 
pi whole different group. Aitd they’B tell you.You 
isi can see over time if anything happens with die 
[iei share .You can do that. 
li ii I challenge anybody to do that with a 

( 12 : FUBYA. What Is u FUBYA, and how do you market to a 
113 ] FUBYA? I wouldn't have the slightest idea.And, 
l«j frankly, I don't think I could find anybody that 
lisi could come up with it. 
lit] Q: Let's talk about- 
irn A: So I believe it's an analytical descriptor 
(iflj of something you can’t possibly execute against, 
ii») therefore, meaningless. 

[ 2 oj Q: Analytical descriptor of somebody you can't 
pi] market against? 

1221 A; Yeah.And, therefore, it doesn't exist. If 
[ 23 ! you can’t find it, I mean, what Is - who would 
PH you - say. okay, let's go have a - let's go have 
I 2 «) 50 focus groups with 10 people in each one.Okay? 


Page i*e 

in We're going to find 500 - and we're going to do - 
121 find 500 FUBYAS. 

pi Okay. I mean, your marketing research 

( 4 j agency would say: Well, what do you want me to do? 

[sj How do I find a FUBYA? 

( 6 ! You can’t. I don't know how you would do 
[ 7 ) that. So, to me, it's kind of a meaningless 
(si concept. Probably why It never became operational 
isi in the organisation. Sounds cute, nice acronym. 

(ioj But what's it mean? What do you do with It? I have 
(ii! no idea. 

( 1 ® Q: Again, you said it was an analytical 

ns) descriptor of somebody you can t market against? 

in*) A: Yeah Because you can't find them, 

(is Q: But, by the same token, you've not seen the 
[i«i term used - let's break it up, I'm sorry. 


You've not seen the term? 

MR, WILLIAMS: He has said - 

THE WITNESS: Let me-can I- 

MR. WILLIAMS: Yes, I know you can 
THE WITNESS: To my best recollection, for 
pa at least the third or fourth time In this 
(«1 deposition, the fust time I clearly remember seeing 
( 2 *! the term "FUBYAS” was in documents in pneparation 
psi for and then during depositions over the tost two 


im 

111 *! 

|[i»f 

[20] 

[21] 


LT1 

K> 

h* 

VP 


VP 

-J 

LO 
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MI years. 

Pi When I fust encountered the term, 1 said: 
p; VPliat the heck is that? 

Hj Now, remember, at that point, i'd been the 

(si president of the company for two years and been with 

(8] the company 24 years. 

Pi Now, for four years, nobody has ever talked 
18 ) abpjt Fl^BYAS related to marketing strategy and the 
P) development of marketing plans. Prior to that, I 
[un do%§R*ffifiiernbcr anybody in marketing that I 
[ii] interacted with talking about marketing strategy tor 
was noc part of the marketing 
cutional program development language of the 

inn to 24, 21 to 24, ilj^^^yes. 
iS.as operational npfketmfc language. 

^you can put your |tandsl^i and take action 
ver saw as pan of of this 

p in my ten years at die senior level.The 




si, was foreign to tin; 

BY MR; 

Taqjbout 18 to 20s? 
lie enco^SSS^S I’ve 
-sthailises^rnen 



first heard 


ris job, and 
as part of the 


PagaiSi 

{ij point 1 became part of the operating and the 

pj executive committees in the tobacco company. So 
pi that's when my tenure as pan of the executive group 
W began, 

(sj And, so, personnel job for about eight or 
w nine months, and five years as the head of 
[7] manufacturing operations, and then president, 
it! That's my tenure, 

pi Q: And as head Of personnel and manufacturing, 

S' o] you saw. again, the marketing plans and business 

li U plans? 

[in A: Yeah. 

[i 3 ] Q: And you do not recall any emphasis on 18 to 
tu] 20s during that entire period? 

C.8I A: 1 don’t - no, I don’t remember - you know, 
p«) all I can tell you is what I remember. I don’t 
nn remember some sort of focus on 18 to 20. 

‘tin ] do remember younger adult smokers, 18 to 
[is] 24, that sort of thing, which is all through the 
Pol documenis.You have them, I mean. aU the 
pij documents that have been shown to me in these 
[221 deposition-related activities, everything is - when 
pul it gets to young adults, I mean, I think 1 only ever 
12*1 sawonc that said 18 to 20.And everything is 18 to 
psj 24 and stuff like that In this period. So, I mean. 
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know, prior to 
in talking 
it would be 


| group in the six y 
; president - so that's 
lycars at the senior 

11 to 24.1 don't tergemberiany extensive 
ts or hardly any about 181^ 20.1 mean, i 
• any, quite frpSSiii^ 

1 remember 18 to adult 

18 to 24, thaifsot|otthing. But I 

_ you're asking me IffWSiiHH^jiber. singled 

no] out.iS^j, 20, huh-uh. 1 just don't remember that, 
(ii] 1 aicfi^ggficounter that.Absolutely not in the four 
H?] ycaifrthaj IVe been in the job. 

[131 Q^^n, let’s focus on pre-1992, though, when 

(i 4 ) the was changed. Again, if you need a 

ps] refeiWlftxMMTb. 

;t6i A: I don't remember a focus on 18 to 20 year 
tin olds pre-1992. 

tit; O: And your position in executive level 

P 9 ) positions, as you’ve described them, goes back to 

po] l988or'87> 

pi) A: Yeah In 1988,1 was promoted to vice 
p 7 ) president of personnel. And I was in the foods 
cm company at that time, and 1 was promoted to vice 
p<] president of personnel of Tobacco, 
ps) I came back from New Jersey, and at that 
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(i) you know that. 

PI Q: You say, one that referred to 18 to 2U - 
PI A: I seem to remember one of them. And I can’t 
( 4 | remember which one it was, but somewhere in there. 

(si Q: But that’s a document that you saw in 
(«1 preparation? 

(7j A: In all this, in the last mo years. 

Q: But not In your business capacity? 

A: You’ve asked me that about six times. 

0: I'm focusing on 18 to 20, not - 
A: I understand that. And I've told you 
several times already, 1 do not - I've been the 
CEO - president, CEO for the last four years. 

Never, 

And prior to that, as a member of the 
executive committee, where I would meet with 
(in marketing people,because of my job, making the 
it*] product, part of strategic plan meetings, formal 
usi brand reviews, ail that sort of stuff. I don i 
pci remember during that period an intense focus on 
pi) singled out 18 to 20 year olds. 

[72] I do remember 18 to 24, all that stuff. 

pai But 1 don’t remember - and young adult smokers, but 

P 4 ) 1 don’t remember presentations where they were 

[25] dominated by 18 to 20. _ 


M 

HOI 

t'il 

('*1 

M3] 

M*1 

(15) 

(16) 
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[ 1 ] a: Yeah, but I didn't ask about dominated. Do 
P) you remember them being discussed? 

\%\ A: No. I don’t remember. 

(«) Q. No discussions - 

pi A: I've never had a discussion in tour years as 
[si president about 18 to 20 year olds. 

Pi O: Well, I’m - again, I'm trying to focus 
ft prc*1992. 

|pi A£ And I'rn telling - I've told you six or 
[iclU^n rimes: I do not remember discussions about 18 
tfiY to 29 year olds. 

| Okay. 



I remember 18 to 24. 


\ All right. For purposes of the next 
ion, assume that RsjgiP^does not direct 



j-t hat we agree, we': 
teypdds does not direft 
rr^rotions to those o 
Plhat it does direct 
it's assume Reyno! 
pg advertising and promotl 
[Taj a s the company di| 
i»l imarkdt, it doesn't matti 
B<l ffpP&at to th<|l&%ho ar 
I don t Simfiw if th> 





th assume that 

Camel advertising 
e of - over the age 
•, strike that, 
ts its 

eople over 18 .As 
et an underage 
olds if its ads 
18 ? 


this is the same 


w e went through 
Pl ^n^oids to 18 year olds. 


, for six years - sp$est*f that's two 
in|s of the time that even existed 

"''re marketplace,basicaUy-ilmQSttwo 

$ _ -we’ve not mlkclPPliybody under the age 




r 0 u did this with 21 



Uh-huh. 

If you ask me coJPMi campaign appeal to 
■ under the legal age to buy the product, 

, that could happen, But we don't study people, 
lon't even talk to 20 year olds, for God’s sake, 
f?I mean, there's tremendous irony here. We 
___ g ven talk to people under 21 ,and you people 
ns)'think somehow we magically, mystically targeted 14 
lisi year olds or something. It's absurd. 

117 ) So your question is: Could an ad appeal to 
[. a| somebody underage, and if so. what would you do 

113 ! about it? I - you know, I'm doing everything I can 

poj do. I mean, we’re marketing a legal product. We’re 
hh marketing it, intending our marketing to be at the 
t»i people who arc the legal age to buy it.There’s 
pal some responsibility for retailers to ensure they 
»«) sell the product to people of legal age to buy it. 
psi We don't talk - we don’t talk to the first three 
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(i) legal ages of purchase for the product. I think 
Pi we're damn responsible. 

Pi Q: The question was: Should Reynolds care if 

\i) its ads appeal to people who are under the ap,c - 

[E) A: Appeal to who and how many and in what way 
t«j and with what consequence? 

PI AppeaP What docs appeal mean? What are 

M you asking me? 

t») What do you mean, by appeal? Do you mean 
[id; the ad caused the kid at 14 to start smoking? Do 
in; you mean a 16 year old said, Gcc. that’s a colorful 
tup billboard? What do you mean by appeal? 

[i3) What is the consequence of appeal that I'm 
|i*i supposed to be concerned about? How many? Who? 

[is] Where? When? What data? Who's providing it? 

(i5i What's the issue? What do you mean by appeal? What 

[it) is your accusation In specific terms here? 

[iB> 0: Would Reynolds care - 

[is; A: What do you mean? 

Q: Would Reynolds care ~ 

A; Care about what? 

0: - if its ads appealed - 

A: What do you mean by - you define appeal to 
me. Define appeal. I don't know what you mean by 
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rsi appeal. Do you mean that the ad influences a 16 


Pago 16$ 

(i) year old to start smoking? What do you mean by 
pi appeal? 

PI Q: Let’s say if - by appeal, if wc mean the 
[<) kids notice the ads, that they like them, and that 
is) they remember them. Notice, like, remember, Let's 
(si define that as appeal. 

[ 7 ] Now, is that a concern to Reynolds that its 
[b] ads - 

M A: No, that's not a conccm.They notice. 

(ioj remembcr.and Idee a beer ad.YouTc going to ban 
tin beer advertising? 

[i 7 i Q: So it's of no concern to Reynolds? 
its] A: If somebody - if some kid says, I saw that 
[u| billboard and it had nice colors, what am I supposed 
;is) to do? 

(it) Your solution to your paradigm here is; I 
[it) think you need to petition Congress to ban all 
(ib) advertising on age-restricted products. 

(is: You tell me what appeal means. And what 

poj you’re telling me is: Geeae, you know, I kind of 
HU like the colors on that billboard, you know.And 
[221 what am I supposed to do if some 16 year old says: 

123) I like the colors on that billboard. I don't even 
study 16 year olds. 

|ps] Your suggestion Is that I should ~ what? 
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[i] You know, my only solution to your problem is ban 

pi all advertising of age-restricted products. Because 
pi I - I - you know, you can't define appeal beyond 
W an extraordinarily superficial notion of; I like 
ISi the colors arid I remembered seeing it. 

It didn t influence smoking behavior or 
pi anything else, but it - yeah, 1 like the colors. 1 
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(81 


snjpking stinks, bur I like that big. crazy 


„ \ 

pi camel. | 


(ioi help me with - I think you have to 

pi) define appeal. If 1 believed that Joe Camel 
it* a daBaaSae^ g caused kids to smoke, I wouldn't have 
mi n4ut. I don’t believe that ever happened.But 



fining this in the nu|St superficial 
((manner that one c«)u|jfe§jg^ceive of. 

Ids notice, like, and pf^ember the ads, 
fiaise any sort of a vpamii’i^for Reynolds? 

- who - whose di^Jil&Ose study? 

Us that mean? WoultfmaTfalsc concern to 



§fou say, I ran into a 
pi) day who saw a billboard am 

p* am l ^p° scd 10 d0 ^ th k4^i, 

pa] did |$$tus)j|ihe kid to smoki 
[ 2<1 to ii^^§oking? 

M comc nean.Mon't 


ild the other 
e colors? What 
iu - you know, 
Icausc the kid 




(i; Q: Well, tliat wasn't my question. My question 

ra is: Would you advocate the use of a neutral third 

pi party to assess promotions - 
w A; I don't believe there is a neutral third 
PI parry. 

(6> Q: Does Reynolds - whai does Reynolds do to 
Fl ensure that its ads or promotions do not appeal to 
(8) those under 18? 

pi A: Wc only talk to 21 year olds and above. 

(id! Q: You do nothing, then, to make sure the 
(n) ads - 

[iz] A: I think wc have - we - we - our ads - 
(i 3 j all of or marketing is developed by talking to 21 
!(u) and older smokers. 1 think that's pretty good. And 
(is) we have Internal review panels, judgmenially. We 
lie) have a panel of employees that look at it, We have 
j(«I our public relations people that look at it.Wc 
ini have our legal folks tliat look at it. I look at it, 

MH Bob - you know, it goes on and on and on. 
pul So we have tremendous hurdles tliat a 
pi) marketing person has to get through with an ad 
»a campaign in this company. 

fM! Q; What internal reviews did Reynolds have in 
pq place before 1992? 

Bii A: AS far as I know, similar ones.Ycah.The 
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- in my - you kno 
this question, 
docs Reynolds 
n't know where you're go 


K know how' to 



ig with this, 

c any effort to assess wither or not 
c an undue appea 


o not do research^ 
be throwing doc 
research among k 



kids. And if we 
iut here:You guys 
lo not do 


(id rese£*s^among kids. 

ini 



you advocate the use of a third party 
advertisements and promotions among youth? 
would I advocate that? 
ould be of no concern to you if kids - 
ical to kids? 

(is) A: What are you testing it for? To find Out if 
[in it causes them to start smoking? What’s your 
(iei purpose of this theoretical test* 

I«J Who would be the third party? FTC’ 
pci Unbiased FTC, that once said there was no evidence 
Ri) this campaign starred or was directed at kids, or 
pn enticed kids to smoke or caused them to smoke.And 
pa] suddenly the politics change, and now you've got 
( 2 <) this lame theory of appeal. Would you be the 
pci objective third party? _ 
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iu PR people would look at ads, the legal folks would 
pi look at ads, I can’t remember when die employee 
Pi panel started, but I think that was maybe in ’90, or 
Pi something like that. But I'm not totally sure of 
is) Uiat. 

(6) Q; How many internal panels are there? Did you 
Pi say one or- 

tei A: Well, there’s an Internal panel made up of 
[bj some employees that look at it. And then you have 
,tioi all the disciphnes of external relations, legal, of 
Hi! course marketing, CEO, you know, that review these 
1 ( 12 ) ads. Agencies . You know, all this Stuff, 

(ill Q: Do have you any knowledge as to die age when 
(i 4 ) most people begin smoking? 

[(is] A: 1 think government statistics say that 
(i6i the - you know, that most people begin smoking in 
(in their late - or, you know, 16,17, something like 
[ig) that, 1 believe that's what government statistics 

( 1 ?) say. 

[( 20 ) Q; Do you believe that to be correct? 
i 2 t) A: That’s what the - the government studies 
( 22 ; $ay. I - you know, 1 don’t have any reason to not 
pa] believe it.I mean, you know, never done my own 

(24) srudy, . , 

[i 2 Si Q: The ad review panels that you men tioned, the _ 
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| people be (jin sme^j 
That's what the stui 


MotelS? 

; that I have seen 


: Do you believe that, as u 
Suet that carries an : increa 


le marketer of a 
pd risk to health, 

ts|gbjQ|inost consumers b !teajK*£ *bking t usually under the 
18. that Reynold s has a d uty to ensure its 
not appeal to p«?p|ninder 18? 

WILLIAMS: I thi^b#cd you to 
appeal. 

H'CJpHE WITNESS: Yeah.Vou tell me - 
li 2 # MR. SHONKA Use my definition. 

|,sf s ^$iin WITNESS: No. No, you - no, I don't 
what - your definition of appeal is 
ii^l^^kable.And I think, with your definition of 
(lei appeal, you should be petitioning Congress to ban 
(in all advertising, because you have created r 
[ i»l meaningless, subjective standard that is really 
pa] designed to get rid of advertising on products that 
poi are age-restrictivc.that have some risk that you 
pii don't like. Because you can take - you know, 
pas appeal to you, in your definition, Is so superficial 
mi that nobody could withstand your judgment being 
f*i rendered. 

psi And the fact that it wouldn’t cause a 


li) 14 year old to smoke would be irrelevant, because 

PI all you would argue isiYcah, but they remembered 
Pi it. And you wouldn't have to prove that It had 
(i) impacted ihclr behavior. And all you have to - 
(s) you'd say is: Well, they remembered it. And In 
i«i that standard, you're going to get rid of all 
m advertising on any product that has risk that you - 
te) you know, that kids shouldn't bo involved in. 

[bj So, I mean, 1 can’t - and that's the only 


[toi consequence -1 mean, the ultimate consequence I 
iiij see to your logic. And, you know, if that's what 
[i 2 ] your theory is,fine.But I think we have a First 
ns] Amendment right to market our products, if It's a 
(i4] legal product. If the legislative system, the 
(is) judicial system, eventually says you can't market 
[ibj these products because of risk and because of 
(I?! nebulous notions of appeal, then that's the way it 


J think we're extremely responsible in the 
manner in which we market this product.The legal 
age is 18, We don't even calk to anybody under the 
age of 21. And what you're saying is:Yeah, but if 
a 14 year old son of likes the colors and remembers 
it. do you have a responsibility? To do what? 

MR. SHONKA: Actually, would you read back 
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Page 16i 


(i) the question that I asked before Mr. Williams made 
Bi his objection. 

[ 3 ] (Whereupon, the question was read back by 
W the court reporter as follows: 

Pi Do you believe that, as 
le) the marketer of a product that 
P) carries an Increased risk to 
It] health, that most consumers 
m begin smoking, usually under 
(id] the age of 18, that Reynolds 
(in has a duty to ensure its ads 
[i 2 ] do not appeal to people under 
(ill 18? f' 

, U] BY MR. SHONKA: 

(isi Q: Do you believe that Reynolds has a duty to 
ti«] ensure that its ads do not attract people under the 
to] age of 18? 

tt$] A: What do you mean, attract? What docs an ad 

[is] attract? 

(203 Q: Encourage. • - 

pii A: Encourage what? 

K! Q: Smoking. 

e»i A: Advertising, ours and anylsody's, does not 
(24j cause kids to smoke. I don't know of any study that 
PS] has ever conclusively demonstrated that a 15 year 
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(ij old, sitting in a car, driving down the street with 

H their 16 year old buddy, whose whole social 

\V[ environment excludes smoking, suddenly secs a Camel 

14] billboard and, out of tht blue, u light - you know, 

isi the Lights go on, the lightning strikes, and says: 

(«i Gee, you know, now that I think about it. now that 
(7j I've seen that Camel billboard, t’m going to start 
i*i smoking. \ 

fThat's jhc premise that you have on the 
^And 1 don’t buy it. I don't buy it. 

'"don't think smoking behavior is - is 
^advertising. The decision to start 
isiiot a function of advertising. I think 
ion of social environment, peer 

influence, sisters, 

social network - I don't think it has a 
: to do with advertising. | 
money we spend|B8^bH^rti>ing is 
franchise smoker^p sggf’ with the 
competitive smokef s f^^nsider it. 
pi] That's what our marketing ef^i^i^ directed at. 
pti I don||p|j£YC Camel advcrtii^psaiiy marketing 
pal adverting louses somebody i o tkkeju p this 
p«j parti(^i^ichavio^nbfpenc^! 5 fi^S^l other 
tzs] in theicll^vy. I ji^Son’t beUeve 




jjn you say appeal, artrg^pbdon'i 
pi know i ^j$git you're talking ab<$^Mku|don‘t want to 
pi go to^e |ard one. You doo’tiwaatio say: if you 
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sing caused 
ethlng about it? 
to ask that 
s reviewed that one 
into appeal. 


pSchindler, that yo 
^mokc, would you 
■iswer is yes.You 
| sc your own agen 
iided that it didn't. 

know, nebulous concepts. 

>n't want to deal with the tough one, 
lypothetical that you gave me involved a 
ytson in a car sees one billboard.You say 
jo study that would cause - that shows 
(isi that exposure to one ad would cause that person to 
p«j start smoking, 
im A: None that I know of. 

(ie| Q: Do you believe that repeated exposures to 

(isi ads over time could have an effect - 
poj A: Cause somebody to smoke? 

( 2 <i Q: - on smoking behavior? 
pzi A: Cause somebody to start smoking? 
p 5 i Q: No. Could have an effect on smoking 
cm behavior. 

ps] A: What docs that mean? Define effect. It_ 
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M] either causes them to smoke, or It doesn't, 

pi Do l believe repeated exposure to 
PI billboards and random ads and point of .sale when 

{«i you’re buying chewing gum causes somebody to tike up 

ts| smoking behavior? Absolutely not. 

( 6 t Q: Do you believe It influences the decision? 

PI A: No. It docs not cause somebody to start 
w smoking.You know that, 
pi Q: Is It a factor? 

(id] A: I don’t believe It’s a fact - it’s not a 

ini factor in Norway. I’m sure you’re familiar with 

[iz] Scandinavian countries. Norway, that had banned 

[i 3 i advertising in 1970, has equal to or higher 

( 14 ] percentage of underaged smoking than we have in the 

(is] United States.They have a higher percentage, as 

us] reported by the ’Wall Street Journal," of pcoptc wh o 

on smoke in their society!They haven't had 

tie: advertising for 28 years. 

Ii 9 j It hasn’t changed anything there. Why 

poj would It change - you know, how - if that - If 

pi] there, where they have no advertising for 28 years, 

[ 22 ] they had a higher percentage of adults or people 
(til smoking, as fur as - equal to or higher on 

underage, and they haven't had advertising for 28 
pi] years, what happened to your theory? 
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[ij So If the absence of it doesn't reduce the 
( 2 ] number of people who smoke, how can the existence of 
PI it cause the number to Increase? Explain that to 
Pi me. I don't get it. 

(Si And that ain’t theoretlcal.That's real, 
i«] And that’s 28 years of research. Realtime in a 
pi country that banned advertising, 
w Q: Let's talk about promotions. Do you think 
pi continuity programs encourage kids to smoke? 

(to) A: No, How could a - cause somebody to smoke? 
in] That doesn’t make any sense, 
pal Q; And you don't believe that - 
[hi A: I'm a nonsmoker. So, gee, I want this 19 
|[uj whatever lighter, 'c*use it’s neat. So l‘m going to 
;i 4 j start smoking, and 1 got to smoke 75 packs of 
im cigarettes sq I can get this lighter, 
im No, Sorry. I don’t get it, I don’t get 
j[iej it. And you know as well as I do - you were a kid 
J[iBj somewhat along the line, Just like I was. And that 

[ 2 pi was - 1 was a kid back In the days - I think you 
pij were too ~ where they had television advertising. 

[ 22 ) I remember when kids -young kids fooled with a 

no] cigarette. It doesn't have anything to do with 

P4) advcrtising.You wett sneaking them out of your 

( 25 ) dad’s pack, and whatever you were doing. Doesn't_ 
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Hi have a bloody thing to do with advertising. 

® There's peer influence. Social environment 

pi influences the behavior. 

[<] Q; A moment age,you picked up.one of the 
[$] exhibits on the tabic and, as part of your response 
[si you said, “I'm a noosmoker." Just so the record is 
PI clear, are you a non-smoker? 

„(§l A: No. I'm using one of your theoretical 
M models. 

Right. 

A: You're saying: Would promotions influences 
Imokcr? 

Q: Yes. 

That's - theoretically, no. 

Pould promotions influence a nonsmoker to 
stan smoking? And l sai®. pretending that I ma 
inoker- I am a smoker. 

a sudden I'm 

el to get that 


fam a nonstnokcr. 

: to smoke 75 packs 
^er. 

[ 2 i] I'm saying: No, X don 
RUKvCh So your testimony 
^□ip^lt ^ntinuity progranSs 




at. 

ou do not believe 
vclmy effect on smoking 




: any effect whatso^^^ somebody taking up 
raking behavior. I think' tbs. n otion is absurd that 
” Aid - if I were a nc ^ffihkg r. that I would be 
W^terr^Jtcd by that catalog t o sm tike 75 packs of 
tii^d^prettes. or whatever it takes|to get the C-Notes, 
mps^lcould get that lighi^^^'m a nonstaoker. 
PipSlin our society, with ||y|yy£ducauon, 
P|MSHW|vledge, risk ofthis^pr^u^t. social pressure, 
t«jl^#ou to believe -I fi^tps| remarkable - 
lioytfi^l would strut smoking, as a norismoker, to get a 
inj'^sier.that I would suddenly smoke 75 packs of 
(lajfcgi^trttcs to get a lighter or a T-shirt, whatever, 
nsjMt find a maxing. 

[ia^' ' Qa bet's not talk about nonsmokers. Let's talk 
ns^fWl^cople who have had a few cigarettes and have 
(i6i not yet committed themselves to smoking. 

(t7) Oo you believe continuity programs - 
(i#l A: What's a few cigarettes? 

[isj 0: Do you believe continuity programs can be - 
m A; No. What s a few cigarettes? You want - 
I 2 i> well, a few - what’s a few cigarettes? Two 
{ 22 ] cigarettes 1 Ten cigarettes? A hundred? A pack a 
pa; day? a half a pack a day? Eight cigarettes? What 
[j«i arc you talking about? 

ps; Q; Do you believe that continuity programs can 


01 encourage people to continue? 

ra’ A: No. I doh't think continuity programs 

(jj encourage people to continue smoking.The decision 

!<) to smoke is independent of any of this, 

(*) Q: Several minutes ago, you said that I 
[si wouldn't ask the bard question, which wastWhat 
Pi would you do if you understood that your ads caused 
(*] kids to smoke? 

Pi A: Yeah. Caused kills to smoke, Not just 
tic] attract, appeal stuff. Caused, Actually, 

[ii! definitive prOdf of this deal: All of a sudden 
Ma weVe got nil these kids that have starred smoking 
[is] because of some ad campaign. 

(Ml Q: Definitive prooP 
(i6j A: Yeah. ' 

tics Q: What do'you mean by ''definitive prodf'? 

[in A; Yeah. Sofnebody could prove that that 
[is] actually happened. All the proof is that it doesn't 
[id happen. Common sense says it doesn’t happen. 

[ 2 oj Q: What do you mean by definitive - 
pi! A: You tell jnc-You tell me what it Is. 

PS) Q: Well, the question Is.'What level of 
[Ml proof- 

A: You tried to prove it.And then the Federal 
i 2 «l Trade Commission said: Sorry,gang, you don’t have 
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It) any data. 

[ 2 ] Then you came buck with appeal and attract, 

PI Oh. boy, wc got them; wc got them now. Oh. great, 
w A Hide bit like the EPA.We'll play with 
pj the science and we'll - because this is an evil 
M industry that's socially unacceptable and unpopular, 
Pi and we'll, you know, foist our agenda.Tlwt's what 
[6) you're doing, 

M So you tell me. 

MCI Q: Well, I'm asking you: What level of proof 
mi do you want to satisfy yourself? 

[i 2 l A: I don't know what the model Is. Everybody’s 
[ii] been researching this to death, and -1 mean, and 
(uj everybody would just love to mil us in this,and 
us) nobody’s been able to say - correlate the decision 
[i6] to Start smoking With advertising that ■■ it has „ . _ 
['7i been correlated with social environment, peer , 
[is] pressure, family environment, and all that.You 
[is] know that, and I know that. 
t»i If somehow - somebody somehow could ptoVc 
Bi) it -1 don’t know how you would do it - chat- - :* 

(Hj advertising caused people to start smoking,if- : 
pa) somebody could prove that.yeuh, I'd intervene $>n 
Gwi that, Or cause kids to start smoking or whatevet*. 

[ 2 S] Q: Hut earlier you said definitive proof. 


i 
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Pi can wf^iny words -I can use«r;y words I want, 
pi T^TE WITNESS: t don't — opjfSSSlan. I - 
(si no ope ras heen - you knofr.yotfrl asking me to 
(*j proV&j85§ item.You're askm ji/'mei(hprove that my 
(s; advs^^ng doesn't cause s^p^orfy to smoke. And 
B) you:The challengeis onyour back to 

pi rag«g^hai it docs. And you^^^5^>ody have been 
tat abi tekJ o that.And you kn &aEitesti 
ioi ^j^so, you tell me what the proof Is. And 
(to) wii kuvQ ii vc dene is made this easy for yourself In 
it i; saj^f»g:You guys have got to prove it doesn't. 

[i?i I can't prove a negative. X can’t 

(ill pr<|S*P^at I'm not beating my wife. And that's what 

(mi yoi^d^ng me to do. And. frankly, I’m sick of 

(is> it, you know. 

(<tl MR. SHONKA: I'm asking you - 

tm THE WITNESS-. I don’t know what definitive 

(>»j proof is. m know it when I see it. And maybe 

[i»l you will too. But it hasn't been demonstrated at 

pej this point, that I know of. 

pi; MR. SHONKA: And until - 

(zn THE WITNESS: And if you had it. you 

pa; would be pounding us on the head with it. So 

(w; you've resorted to appeal, attract, maybe 

psi influences. 


fi| to hold him here, It’s just that I have very little 
ft to do. So X- but let’s take a break 
pj (Recess taken from l :00 p.m. to l :06 p.nO 
w BY MR. SHONKA: 

$ Q; Mr. Gotdstonc - Mr, Schindler - 

w A: I think you got him next week. 

m O: Got you a ptomotion there. 

l*i A: Yeah, suddenly making more money Okay. 

O: Mr. Schindler, Mr. Goldstone had stated 
[ioi that, quote:The only thing I can tell you is. 

(ii) today Andy Schindler, who runs that company, 
lia Reynolds, agrees with my view about this completely 
(is] And I'm going to say it again: It is Immoral, it is . 

((43 unethical, as well«Illegal, to market to people 
d« under age, I can't put It to you any more simply 
lie; Close quote. 

(in U he correct when he says you completely 
(n; agree with this view? 

(ip. A: Well, I don't know - docs he Wy that l 
pej agree with his view on Immoral, unethical, and 
pii Illegal? That's -1 mean. I'm not sure that's what 
pzj he said. 

psi MR. WILLIAMS: Why don't you do it without 
p*l reference to Goldstonc saying something Just ask 
tzs] him what he thinks. 
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|i] BY MR. SHONKA: 

pi Q: Well, the question was that Goldstone had 
Pi said; The only tiling I can tell is. today. Andy 

W Schindler, who runs that company, agrees with my 

(si view about it completely. And I'm going to say it 
in] again: It is immoral, it is unethical, as well as 
Pi illegal, to market to people under age. I can't put 
(^.it to^you any more simply, close quote, 
tpi A: i think it's unethical, unmoral. I don't 
if h'S illegal.You’re a lawyer. But It’s 
nfrunethical to - in my view. Immoral to market a 
[ife^S^^>roduct below the age of which people arc at 
[ilHegal age to buy it. 

market them. It v^quld - you know. Is 
ri tejafedtefe al to market’ I hayc^^a.It's illegal 
tih to seti it. We don't - you pit the 'difference? 
pPP%t? I'm not trying y rptc^ hrough this with 
paMyouStit, again, this is - A&A 

more important man th^ legality thing 
$$$&% ethics of it. It's un^j^ in my view, 
pu it would be wrong and liSSfSIifl to market this 
l«i product. given its asks. t &p&QPje diat are not of 
ps! llpHajie to buy it. f | 
a«i dOhAnd wl^WVou blftMiat? 


isihat? 
s health risks 





iated with it. Arid l^Ph 
fficuit for some peopli 
- you know, somebdtf 


tbit'forming. It can 
^give up.And you 
^that’s below the age of 

wwnfi 


aouidn’t be messta ^wSth m e product. In my 


, 6 ] jWfibd - and I’m proudfoggjjfiitt weVe done in 
[7) PSSSf-ompany in terms q ^p gto deal with those 
SisiSSlids from how we ma&es'thc; product and some of 
Pi Efforts we've made S^^i^to - for example, 

(i 5! salidt. thc We Card Program, which I think is the most 
PH % 0 ^tive thing anybody's ever done to try to get 
nn fetail crs to card, more effective than anything the 
(i3j YcHr'hd government’s ever done to get - wc have 
[MI^fcv|bl. hundred thousand retail outlets today that 
iisj mUrouj program in terms of training their store 


(,6) people on the whole process of carding and make 6urc 

[i7j everybody's of legal age. 

fiB] We did that. Feds didn't do it. 


(is] We've been complimented on that by 
po] different government officials and states around the 
pu country, and it's been very effective, 
pa WeVe got a program called Right Decisions, 
pal Right Now that - to try to affect risk behaviors In 
P 4 ] middle schools. It’s been in 10.000 or so middle 
P 5 ) schools.That program is. I guess, five years old 
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PI or so. More than the federal government's ever 

pj done, that I know of. 

pi And we have a product that an 18 year old 

I*) can legally buy. And wc don't even talk to 18,19., 

is or 20 year olds about their perceptions of brands, 
js] and what promotions would appeal to them, or any of 
P! that son of stuff. 

m I think that's pretty good that we don't 
Pi talk to anybody below age 21 when you can buy the 
[io] product at 18. 

[it] So 1 - I'm very comfortable with the 
(t?i ethics that we've applied to this business. And 
(is] I've been here 24 years in just about every function 
|i4i In the company, or darn rubbed up against ail of 
pH them. And 1 have never, in 24 years, had anybody 
tie] walk in the rbom and say. Hey, IVe got a great 
[in Idea how to market cigarettes - or bow we could - 
[i«j should market cigarettes to 14 ye^r olds, or 17 year 
[is] olds. Never,Absolutely never, informally, or 
t»l formally, Never. 

pi] Q: The statement I just read to you by 


pq Mr. Goklstone, did he ever discuss it with you? 
paj MR, WILLIAMS: You're going to have to tcH 
p4j him where this comts out of. Give him some context, 
p*) THE WITNESS: It’s from government - or 
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in Congressionaliestimony 
pi MR. 6HONKA: Yes. 

pi THE WITNESS: Did he ever come up to me and 
(4] say, Andy, 1 believe marketing cigarettes to 
(sj underage is Immoral, unethical, illegal, do you 
foj believe that? 

pi No. I mean, never came to me - you know, 

!«i we obviously both agree that you don't market 
[9] cigarettes to people below the legal age. 

BY MR. SHONKA; to 

Q: Have yoif discussed it with him expressly? £ 

A: Ob, I imagine wt have, over-I mean, he ^ 

[is] knows that's what we do. It's what the company's ^ 

Ik] always done.We've not marketed - tn my m 

tis] experience, I'm here 24 years. 

What 1 think he’s referring to there is 
(i 7 j that he's been here two years, and from his 
ii«S standpoint he had no idea what anybody was doing In 

iiis: 1979. And he's saying; Hey, the people I deal 
pci with, Andy, and the Lynn Beasleys, and tiro folks in 
pi] Winston-Salem, aren't marketing - aren't developing 
P 7 ] marketing plans for people under the legal age to 
P3) buy the product, and effectively only talking to 21 
P4j year olds at a'minimum. 

rs) And that's what he's seen and that's what - 
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!'] he's certifying.That's ihc way I read that 
pi testimony. I happen to have been here longer. I 
m happen to have been around when some of these 
w documents that lawyers like to throw in front of me 
(si were written. So I - you know, I can say in my 2 4 
(6| years of working In different functions, t'vc never 
m had anybody talk about developing marketing plans 
to] and^irogf&pis for Id. 15,16 year olds Never heard 
| 0 j anybodytg|k about it.There’s no paper trail on 
io] wytnwfltke that, because it never happened. It 
itj wain^gyeii in the vernacular, in my experience with 


]izi thi^ho 
I‘31 


ipentioned a We Card Program? 
lh. Right. K. . 

long has about bee&^^t?; 


e to check. It's, I think, 


[i7] years.Twc^Jid a half, three yc|ira]|something like 

(ib] Q.y|iLli|eynalds done any foitowtsp studies to 
m scdortcfrltsefficacy? 
pi] A: Efficacy?You mean like 

Ph Q-‘ ^pvoricing ? 

[24j ind^^y_p|ogra m. SuiTJh ink. iiS 
[3sj difrcreir^ think the 


nd I may be 


Pi Nevat 
Pi differ 
(4} audit! 
(sj sales | 
PI 0 :! 


^p*bn this. But I think IE 
h^s done some.I think : 
plates, and people th|l 


s-done some 


id said this prograniftetpe^l reduce illegal 


(si Q: pulp is is a Reynolds pi^ralP^ 
m program. (. .....L ....-.; 

t»l A: AtPmduStry - psssssss^ 

no] Q: (Through the Tobacco Institute? 

li i] A; JtSt.Tbey sort of administer it, and make 

(<n sure t^g^gjogram materials are shipped, and all that 

pa] son ofc&mf f, and the training goes on.And 

(uj reratl|^yj|^it because it gives them a packaging 

ns] they can use' to train their store personnel on this 

|i»] issue of carding.And they are in outlets that have 

(it] a Jot of turnover.They have a lot of change of 

i'll people coming in and our and working in their 

ji6] stores.So this gives them a set format. 

po) discipline, for keeping - keeping their people 

pi] trained. 

[225 Q: How about Right Decisions. Right Now? Has 


t'4] retail 


pit Reynolds done any follow-up studies on that? 
(24] A: No. I mean, we worked that through 


psj living - Learning Center - it's some professional 
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li group that collaborates with educators. It's not 
pi just about smoking. Smoking's part of it. ft’s 
Pi about all risk behaviors, drugs and so forth. How 
«i to fend off, you know, peer pressure and all that 
PI son of stuff. And it has lesson plans and ail this 
pi kind of thing connected to it, and posters, and so 
Pi forth. 

t*i And It 's about in 10,000 middle schools, 
tsj which, as l understand, is the vast majority of 
tio] middle schools - the higher percentage of middle 
(hi schools in the country. And >t's up to the school 
tiai administrator and so forth to decide whether or not 
(fsi they want to use this program, We have not gone 
(i4| back and said, you know. Do a study that shows that 
(is] less people are using cigarettes - or less under 
in] age - or less kids are smoking cigarettes, or 
[i7] drugs, or whatever, because of this program. 

(HI But, you know, if it’s Judgmental, I don't 
[is] know if you'd ever be able to document that But 
twj it's a program that apparently professional 
pi] educators feel is worthy of using to help address 
pa some of these issues. 

pa] Q: You says It's used in 10.600 middle schools? 

P4| A: Yeah.That’s what I'm told. 

ps] Q: Do you know how that number was reached? 
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(ij A: Do I know how it's reached? 

Pi 0: Yes. 

pi A: 1 guess it's reached by people calculating 
(4) how many schools that ask for the materials and are 
(si using them through this process, I mean, I asked 
(6] our external people that kind of oversee this thing 
P] through the system:How many schools are we in? I 
[bj didn't ask them; How did you get this number? 

(si Q: Do you have - this is the question I 
!io] started to ask you before the break. And that is: 
ini Do you have a view on what the components of aft 
cm effective youth andsmoking campaign consist of? 

[is] A: I think the first good one would be card 
]i4] everybody. Get the Access to the product at least 
[isi as rigorous as it is for beet and alcohol - or any 

(it) alcoholic beverages.so that - you know, so that if 
(itj some 16 year old drifts into a convenience store, at 
[i«j least they can’t buy thcm.To me, that is certainly 

[(sj the first Step. 

!»! I mean, you know, we've never studied this 
pi] issue of 14 year olds. We have Right Decisions 
P 2 ] Right Now, which Is points of view of some 
P3 professionals, relative to influencing risk 
R4] behaviors. 

ps) But, you know, I think you'd have to do & 
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('] lot of study, focus group, quantitative kind of 
pi research to find out what kinds of things might 
Pi dissuade past the point of; You can't buy them. 

I*; Which I think would be real helpful for everybody. 
15] carding. 

[6] You know, what kind of things can you do 
m to - 1 mean, when you look at what's going on with 
^..all t^e education and so forth that goes on about 

!pi the t|sks of smoking, I don't know, since I never 
(i %feaa9Sg# rd it, how you influence something that is so 
[jiff peer influenced, so social environmental. 
j pm | >ii know, I've been around parents that say 
it’s ojeay for their 15 year old to smoke.You know, 

; do you do about t^t? So 1 don’t know. But I 
rding would be An^j^tart. 

Q: So you’ve mentiodl% carding, and Right 
kons Right Now. 

[Well, 1 think, you 1 
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with the peer influence i 


|!e.l understand, b; 
pt| this whole l>ehavior, 
pri that necessarily 

m 

i!4| 


at attempts to 
ag. which is - most 
r 0 big driver in 




t-based program? 


A; SSght Decisions - 
I kne 


t Now is school 
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Is, yeah. 

But do you believe 
cessary to an effe 



id-based component 
ismoking campaign? 


Probably so.You mean, 1 think - 

^have carding, whatever you do in the education, 

Inuil responsibility, ^i^fsomewhere the 

fat has to be accouatafelesfdr theii kid who 
Jes to purchase a pro^uct^that is not legal for 
Si to buy. I mean, soii^^ithat seems to get 
iio^^ed in this debate. 

[np®^; Okay. Carding everyone.Actually, is that 
ns limited access, or limiting access? 

Yeah, I would say that would be in the 
nif cail^orv of limiting access, yeah. If I card 
its; everybody to, you know, make sure that everybody 
tie) that buys the product can demonstrate their legal 
£,71 age, then I’m restricting or limiting access to It, 
iia| like you do with beer, or wine, or whatever. 

(i 9 ) Q: So anything else, besides limiting access or 
poj carding, school based, and a parental - 
pti A: Yeah. Rigorous carding. I think some sort 
P 5 ?i of, perhaps, educational process that might 
pal influence peer behavior And certainly I think a 
pi) component of that would be parental influence, 

[zs] obviously. _ 
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(i] Q; Anything else besides those three? 

pi A: 1 think - my view? 1 think *• I'm jtm 

pj giving you my opinion here, off the top of my head, 
fij I think they're the ba^c things that influence a „. 

[si kid in their social environment, 

[6] G: Do you think restrictions on advertising 
m would have any - 

Pi A: No. It didn't in Norway.Why would it in 
pj the United States? 

HO] Q; How about restrictions on promotions? 
pi] A: 1 don't - my own opinion? Vou talking 
[i 2 ] about the number of 14 year olds experimenting with 
djl cigarettes? You can ban advertising, you can ban 
(i4] promotions. I think you'd have at least the same 
usi number of kids fooling around with cigarettes. 

[is] That's what's happened in other countries. 

[i7] So, I mean, why would it be different here? 

[i#i I mean.prohibition didn't exactly get rid 
[i»j of drinking. It got rid of legal drinking. I don't 
[ 2 oj think the drug problem we have with youth In this 
pi] country is a function of the hiUtmards and 
[ 22 ] promotions.SO,1 mean, where's the model for this 
po] notion that kids will stop experimenting with 
[24] cigarettes If they don t see billboards as often and 
Rq ads and promotions? I mean -1 mean, I don't -1 
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in don’t see any teal data anywhere with comparable 
( 2 j sorts of issues or countries that demonstrate that, 
pj MR. SHONKA.Okay I don't think 1 have any 
W more questions. 

pj MR. WILLIAMS: 1 have a little redirect. 
l«] Let me take a break. You're done with your 
Pi cross-examination? 

t»j MR. SHONKA: I’m finished for now. I may 
is] have something, if you do. 

[i« MR. WILLIAMS: 1 understand 

(Recess taken from 1:23 p.m.to 1:25 p.m.> 
EXAMINATION 
BY MR. WILLIAMS: 

Q: Mr. Schlndicr.1 just wanted to clarify 
£isi something about corporate policy with respect to 
lie] Exhibit 7 that Mr. Shonka showed you earlier. By 
t i 7 ] the way, do you know who Margaret Barnes is? 

|ii] A: No. 

(is] Q: The dale of the document is September p,, 

pq 19S6? 

pij A: Right, 

14 2 ] Q: With respect to the corporate policy, with- 
£23] respect to advertising and promotions, there is > 
P4) statement by Mrs.Bamcs that says, in the third 
ps] paragraph of this letter; (Reading) 
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oi SdSWjuld assume, in 1986v^an8,19, 

Pi and 2f%e&r olds were in 

is] Q: Jprnght. And the purpc^ruftht’sc focus 
m erou^^s to determine advertising.’ 

p; A::^eaj^. Advertising. prom ^ntu ^n sure. 

it) Q; ^A|fifcgh r. So to the extent fftax this memo 

PI it was contrary i^||S3S$ic policy to 

Itj have?-to|restrict focus grou^^^ple over the 
pi age oraS! would that correctlyrcprescnt corporate 
jioj poliffl^asyou understand it, in 1986? 

pi] M|psllONKA: Objection, Leading. 

(i?! Mpi^LtAMS: You raay answer, 

[i3] THPa^TNESS: No. I mean, obviously - 
]i4) appa*$J&%4i doesn’t accurately represent company 
os] policy, if the company was running focus groups with 
[isj 18 ,19, and 20 year olds. So it's a little 
ji7] confusing. 

d»! I suspect over - now, this is just my 

(i*l guess. Over the period of time when Schroer was 

ito| there, that’s why they said: Let’s make it 

pij 21 year old and not have any confusion along the 

ran way. 

t 23 i MR. WILLIAMS: All right. No further 
p<) questions.Thank you. 

PS) MR. SHONKA: I just have a couple. 


pj . EXAMINATION 

pi flY MR. SHONKA: 

pi Q: Mr. Schindler, we took a break a lew moment 

M ago.Ves? 

pj A: Yeah. 

PI O: And you, and Mr. Williams, and everyone left 

pj the room while we took the break; is that correct? 
!»! A: Yes. 

Pl Q: And while you Were outside, during the 
(K>! break, did you discuss Exhibit 7 with Mr. Williams? 
[itl A: This one? 

[i 2 ] Q: Yes. 

[u! A: Yeah. i 

(.4] MR. SHONKA: Okay. No further questions. 

[is] (Signature reserved.) 

[i6| (Deposition concluded Rt 1:30 p.m.) 
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Collier, Shannon, Rill & Scott, me 

AttoineyR'at-Lw 

&060 K Street, N.W. 

Suite 400 
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John B^Wllliam* 
<808)| 

btanm ft* com 
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Fax. (802) M2-8451 


July 27,1998 


1.0 B*rr*ck StrfrCl 
level 18 

Sydney. NSW 6000. AoMrMi* 
Td.t ei-Mca-sroo i. 


K. 


Division of Advertising Pra 
Fede^lfeprade Commission f 
€01 Ps*tH»yl vania Avenue, 
Suite S4002 

Washington, D.C. 20580 


T" 

L 



Rerl 


apow>»»»No\' 

JteMIffilkevnoIds Tobac co Company, Dkt, No, 9285 


Dear Dave 


; letter sets forth tfflHgibimation requested in your letter dated June 1,1998 with regard 
to An tfrfgy gf. Schindler, PresldiEt and Chief Executive Officer "CEO" of BUT. Reynolds Tobacco 
Company .'^Please note that t^ui^maiioii identifying supervisors for each ofthe positions held by 
his employment with the company is provided to the best of his recollection. 


ler will meet with Guy Blyun, Assistant General Counsel. R. J. 
\y and John B. Williams of Collier, Shannon, Rill Sc Scott 



2. 



uly 27, 1998,; 
nolds Tobacco Vo| 
iceming his depolfuf 

onaJ information 


Educational background: graduated from Bishop McDeyitt High School in 
Harrisburg, Pennsylvania in 1962. Associates Degree, Hairi^rurg Area Community 
College 1967. Bachelors of Arts, History, 1972. Franklin and Marshall College. 
Masters in Business Administration, 1974, Wharton School, University of 
Pennsylvania. . _• , > . 


b. 


c. 


Post-graduate job experience: See below. 
Prior convictions: None 
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David C. Skonka, Esq. 
July 27,1998 
Fage 2 



Related Reynolds employees: Kate Schindler, daughter 
ployment history at Reynolds: 

Supervisor, Career Development for RJR Industries (5/74 to 4/76) 

* Responsibilities: Internal consulting for organizational development and 
traini|^consiiltant for the corporation- Worked on projects dealing with 
organization structure, management training, succession planning and team 
i RTRI, RJRT, Aminoil, RJRA and Sea-Land. 


b. 






d. 


Su rs: Percy McDaniels 


National 

3/78) 




of Sales Personnel for R.J. Reynolds Tobacco Company (4/76 to 


Re^g^Ksfbilities: Functional responsibility for organization and manpower 
plaiting, management and sales representative training, employee relations, 
wdpsiii salary administration and EEC. Personnel Director for Sales 
Dbg^g^gnt, managed a staff of 11 and controlled & $3 million budget. 

jgs* * ; 

sqr: Vice President of Sales, Donald W. Grout 

Manager, Organization and Management Development for RJR Industries (4/78 to 
5/79) 


• Re^^^bilities: Worked on projects dealing with organization structure, 
manpower planning systems, arid performance planning and evaluation 
systems. Developed and implemented systems for RJRI, RJRT, and the 
finance function. 

• Supervisor: Percy McDaniels 

Director, Organization and Management Development for R.J. Reynolds Tobacco 

Company (5/79 to 12/81) 

• Responsibilities: Functional responsibility for organization and manpower 
planning, performance planning and evaluation systems, training and 
managerial recruitment and placement. Managed a staff of 6 and controlled 
a 56 million budget. 
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Page 3 


e. 


\ 



• Supervisor: John R. Trulove 

Plant Manager for R.J. Reynolds Tobacco Company (1/82 to 12/86) 

• Responsibilities: Manager of a cigarette manufacturing facility #64. Directly 
managed production, industrial engineering, training and quality assurance 
functions, managed 2,300 employees and controlled a $400 million budget. 

harles E. Snyder 

uctunng, Nabisco Foods Co. (1/87 to 10/88) 
ies: Grocery Products and Desserts. » 

Sterling 

, R.J. Reynolds Tobacco Company (10/88 to 7/89) 
Human Resources 

fpDolph Von Arx, Ralph Angiouli, James W. Johnston 

Senior Vice PresTdent/Executive Vice President, RJ. Reynolds Tobacco Company 
(7/89to6/94j _ '% 


es: Cigarette manufacturing, engineering, and quality 
so became responsible for distribution, tobacco processing and 
s’ Packaging Division. 


• Supervisor: James W. Johnston 

President and Chief Operating Officer, RJ. Reynolds Tobacco Company (6/94 to 
5/95) 

¥■ ■ 

• Responsibilities: Marketing, sales and manufacturing 

• Supervisor; James W. Johnston , 
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Page 4 


J 
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President and Chief Executive Officer, R.J. Reynolds Tobacco Company (6/95 to 
Present) 

* Responsibilities: Full responsibility for domestic tobacco operations. 

• Supervisors: James W. Johnston. H.J. Greemus, Mike Harper, Steve 
Goldstone 


h information is provided in accordance "with ottr agreement, reached during our recent 
tele^nfexence with Administrative Law Judge Tlmony, that background information be provided 
inaovanc%m order to shorten depositions. We expect you to make use of this information to achieve 


Sincerely, 



^.W.NV.V.V.v. 



ft. l* 

JOHN B. WILLIAMS 
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Andy Schindler 
RJRN Lenders Meeting 
April 26, 1997 


W //I^ cv ^" 




Greeting atwIWelcome (Ad Lib) 



When we i 
Tobacco's! 


last December/ I outlined for you Reynolds „ I 
mltment to become a strong tfl competitor ln|tfie 



domestic cigarette market. 


Yo#fffil retail that my criteria for being recognized as a strong^ I 






#2 were; 


♦ Growlnf market share based on Brand Equity 


H ♦ Developing innovative and effective Sales and Trade prograni| 

J ♦ Enforclng^tgorous cost controls to enable Investments In brand 
% development 


♦ And delivering increases In Earnings and Cash Flow 


EXHIBITS 

WhASj 

Dale: ~7 
Rptn __ 
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3. 



We believe that when these qualities are consistently achieved and 
effectively communicated to the Investment community, the result 
will be increased shareholder value* 

Today I'd like to bring you up-to-date on our progress toward 
these objectives, and discuss our outlook for the balance of 1997. 

Our First gaiter Operating Company Contribution of $380 
million wafleqt^al to last year's performance. Net Sales were 2§ 




percent 
shipment 




To put oun 
totaNfidus 
trading da 
during the 




year-ago despite a 5 percent decrease In 


me situation in perspective, let me point out 

shipments were down 3 percent due primarilyjt< 

* 

rences and some trade Inventory adjustment 

er> | 

continued to post volume Increases on our 0 
, CAMEL and DORAL. 



strong- 


♦ CAMEL shipments were up 8 percent in total, and up 10 

*■ • ■» , 
percent excluding the non-filter Regular style 

DORAL volume rose 3 percent compared 4o a very strong First 
Quarter 1996 when the brand grew 8 percent versus the prior 
year 

HI 
Ox 
«> 

Hi 

U) 


ai 


* 2 * 80019122 
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6 . 




Good momentum on CAMEL and DORAL Is also evident In our 

estimates of First Quarter Retail Market Share* 

♦ Both our current growth brands gained .4 share point versus 
the year-ago quarter 

♦ These gains offset declines on WINSTON and SALEM so that as 
a group* the four core brands (80 percent of our business) held 


see* the bulk of our share decline was concentrated 



r Savings group, consisting of Private Labels amJj 
I, non-strateglc brands which get little or no 
upport 


R 


g « 

I * 

0 


For the F 
down 2 
list price 
increase 
million. 



ar, our current forecast projects volume to b^| *£ ® 
ent versus 1996. Net Sales will benefit from|h^ 
ses announced In March and are expected to 
ercent, while O. C. C. Is forecast at $1,470 
over last year. 


s 


*4 



Now let me update you on several of the marketing Initiatives 
planned or underway in 1997. All are designed to help us 
develop the portfolio of competitively advantaged brands we need 
to drive real growth In share and earnings. 


•3* R0019123 
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9. 


To maximize our chances of success, we are attacking this 
opportunity on three fronts: 



♦ First, we are aggressively supporting our two strong equity 
brands, CAMEL and DORAL, in order to accelerate their 
established momentum 


♦ Second* we are applying the principles of meaningful equity 
developpslll to reinvigorate our other core brands, W1NSTQM 
and SA|W] 

♦ And wediscontinuing our efforts to meet emerging smol4fei| 
wants t^jio^h development of innovative new brands B jg £ 


let' 



at CAMEL. 


s 

$ 

1 

3 


♦ We view'litas a model for a successful brand turnaround § 




The resurgent began in 1988 with the celebration of CAMElJs 


s 


75th annh 


♦ New ads looked different, broke through the clutter and ^ 

jh* 

Introduced a "personality", Joe CAMEL, who appealed to $ 
younger adult smokers 


C*> 

H* 

CO 


U) 

ro 

M 

K* 


00 

KD 


12. In the nineties, Joe's fun, irreverent attitude provided many 

marketing opportunities. For example, CAMEL pioneered the use 
of merchandise continuity programs with the first CAMEL Cash 
Catalog in 1991» 

•4. ROODS'* 2-^ 
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13. The campaign evolved over time, as Joe became more laid back, 
more real to smokers, We think of it a; a consistent theme, 
constantly refreshed. 


The CAMEL positioning Is providing share gains quarter after 
quarter, especially in the important box styles. In the last two 
years, CAMEL'S share has increased .3 point per year. 




Our goal 

♦ New M< 
introdui 


is to accelerate that growth rate. 

>1 styles, tested in the second half of 1996, wfri 
Rationally in January to broaden the brand's 




♦ RED K AMI L a nostalgic line extension designed to make 
brand m^^distinctive and appealing, was also tested last 
and is now jpeing expanded to pack-oriented outlets acrosi 
country! 




£ 


4 A new sieiioS of print and out-of-home advertisements depicting 
Joe CAMEL in eye-catching urban settings made its first 
appearance in February 

And a distinctive supplemental ad campaign was introduced in 

. : *’■ a 

selected "trendsetter" publications In major metro markets in 
March 

> \D 


KT> 
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dated Jnne 6,1997. 




16 . As you can see, we are intent on driving CAMEL to the next 

level. 


♦ Offering new products to enhance brand Image and expand 
marketplace opportunities 

♦ Sticking with proven marketing Initiative^ but always bringing 
innovation to the marketplace 





r:.. 



Blank for 


( 5 : 00 ) 

p4 That's thejjjfagy on CAMEL. 

♦ AndP y^r-bld brand with a great past, 

future! 




bout DORAL, an example of how to break <aii of 


the pack. 


^VlWV.VW.WK _ 

♦ In the early nineties, DORAL was just another savings segment 
brand 

♦ It had okay taste, an average booking pack and Its positioning 
was based solely on price 

U> 

* 

*■ 

«. K> 

O 


tn 

K> 

H 

u> 

VD 

<sD 

M 
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20. AH that began to change In 1994 when a strong, relevant 
positioning based on much more than price was launched. 



♦ More attractive, contemporary packaging Was Introduced 

♦ Product improvements were implemented 


♦ And we invested in advertising, promotional materials and 
relationship marketing programs designed to communicate 
that DORAL is the brand that "Cares More" about its 
smokeiPBgiving them a reason to switch to DORAt .-8 


As a res 
thfUvi 



♦ Share 


has generated strong, steady growth vgli 
gment has declined. 

have averaged .5 point per year since 1994 


♦ DORAIris^now the third largest brand In the U.S. markj 
and thl^lfliustry's leading savings brand 


-7- 
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22 . 



In 1997, we will solidify DORAL's segment leadership by 

maintaining competitive retail pricing and by Introducing 

evolutionary Improvements In the brand's proven marketing 
campaign* 

♦ New advertising began appearing this month which more 
effectively communicates the benefits that support the "Cares 



More" 

♦ The tie 
"big br 





toning 

also introduce more emotion and project a solh 
look • I 






Th e»£M !iD aklu v« designed so that It can be extended into 
of-sill materials and Incorporated Into the brand's DORAL tt-CcL 

# ; .O'! 

relationship marketing mailings. 4 <g Y 

DORAL's gi^rniance since 1994 has been remarkable; Its j 1 
p os! 11 o nl n so 11 d and we believe It Is effectively prepared roi| 
the long t) 




I am confident that we know what It takes to turn brands around. 


♦ We have two outstanding success stories In CAMEL and 
DORAL 


H 
. c 
us 

,0 


Ul 

10 


W> 


<3 U3 

;oj sj 

<£> 


♦ And we have two major repositioning projects underway k> £ 


25. As you know, finding a way to revitalize the WINSTON brand has 
been a high priority at R. J. Reynolds for several years. 

- 8 - 
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26. And fast July, we began fn-market testing of a new positioning for 

the brand. 

, r ^ ♦ The positioning is built around an honest, straight-up "No 
Bull" attitude/ 

♦ Supported by a f 00% tobacco, no additives product 



K 


v 


We used tjjee^lmportant criteria In developing the new 

WINSTOHitMittoiitne: 


S 




♦ Is It un 

♦ Ifjjjjreh 

# pip 

♦ fs It ere 


We believe-the new WINSTON positioning meets these crit 



Is anyone else there? 

? Do consumers care? 

Will consumers buy Into It? 


i 


J i 

I 

- ■“> 

ill 





♦ It Is the : o|nt|' brand with a strong "No Bull" personality, at 
the first major brand to go "no additives" 


O' 

IX> 




♦ It generated 60-80 percent trial Interest/and the positioning ^ 

K) 

drives retention and provides long-term viability w 


tn 

to 


ii> 

v£) 




♦ And it comes directly from the brand's heritage — WINSTON Is 
big, American and dependable; WINSTON Is no frills. No Bull 


* y * R0019129 
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29. WINSTON's new positioning Is based on Its straight-up attitude, 
and that evokes emotion, makes a statement and creates a bond 
with smokers. 


The product polnt-of-dlfference provides a reason for smokers to 

reconsider WINSTON, and sets It apart from Its competitors. 

• . a 

Performance in the Florida test market has been encouraging, and 
we are ve^clOse to a decision regarding expansion Into additional 



markets. 


T" 


A similar Petitioning effort Is underway to make SALEM a| | 
^relevant bfrSSchoice for today's menthol smokers. w ,f gj 


e will begin a test market of a new SALEM 
ater this year 



Hk( 

posltioi 




♦ I can't fetveyou specifics today, but be prepared «■ "It's n^ 
what y<W§f pect" from SALEM 





4-* 

VO 

A 

fo 


tfr 

to 

M 

M 

KD 

tO 

KD 
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31. Meanwhile, we'll continue to develop and test new brand 

concepts designed to address unmet smokers' wants. 


♦ ECLIPSE, our advanced-technology cigarette that reduces 
second-hand smoke by nearly 90 percent, remains In test 
market In Chattanooga. Consumer response In that market Is 
being used to guide improvements In the product Itself and 
refinement*; In our marketing programs 




♦ Testini 


le Moonlight Tobacco family of distinctive, art-. 



driven bi^ids continues In six markets. Changes In the bladcl 
llne-upfa^jbelng made this year, consistent with the original 
nUcro-mSettng concept ■ ' §41 





These are^ 
commltme 


competitor*— 



of the steps we'll be taking In 1997 toward^ 
make R. J. Reynolds a strong and growing m 


♦ We wllb^ittnue bringing Innovation toThe cigarette Indus^y, 
disrupting the status quo when necessary 





l ♦ We will continue reinventing the Compapy, focusing resources 

F t\.' ■' -yb 

i on the marketing Initiatives with the highest payoff 


♦ AH our efforts will be directed at generating the share and 
earnings Increases necessary to drive the creation of value for 
RJR Nabisco shareholders ■ ^ 


R0019131 


http://legacy.library.ucsf.e8odrakfe]iql®^a0WiM#.industrydocuments.ucsf.edu/docs/rmgl0001 




















bs 


3> 

-* 

o 

c 

~l 

c 

tO 

rr 

&; 

O 

C 

io 

rv 

3 

"D_ 

n. 

r-t 

3 

3 

£ 

3 

5* 

era 

$ 

o 

3 

n_ 

to 

r-7 

ft 

n 

3 

r-» 

E 1 

I2L 

so 

5 

era* 

CO 

3 ~ 

Z l 
n % 

¥ f 

o_ cL 
L_ o" 

<= ~r 

cl. 

ffr 


5 

ft 

o 

< 

xT* 

r* 

it 

o 

n» 

ZT 

© 


X 

ft 

O' 

6 

J s 

: r 

zr 

£J 

cl 

rf 

O 

Z3 

rt» 

Z3 

o? 

ZT 


o 

© 



rt 

CO 

£J 

3 

fD 

ri 

o 

rD 

U) 

o 

cl 

1 

fV 

c 

EL 

*< 

rs 

Zl 

a 

CL 

uv 

O 

< 

O' 

-t 

0.1 

rr 

&> 

rt 

r*r 

UL 

rs- 

o’ 

3 

CO 

O 

3 ■ 

o 

S’ 

LO 

3 

CJ 

3 

o 

ft 

r© 

r© 

3 

r\ 

O 

40 

O 

rr 

o 

zs 

p. 

© 

r> 


rcT 

Z. 1 

C-'L 

r* 

rs 

ora’ 

ZT 

r-f 

p*. 

rf! 

ft 

o 

o 

rp 

o' 

o 

“I 

r> 

tE- 

o 

r* 

40" 

3 

o 

UTi* 


zr 

rs 

~o 

0. 

fi- 

O 

f? 

O 

rd 

CJ 

rV 

rr 

PO 

d_ 



^ =» 


u 

ra" O 

<3 

, r - !• 

ra 

-n CL. 


c o 

C£J 

^ ‘ra 


r q 

ir 

1 % 
D, # 

c T 

ffi £ 

o 

-e 

2. ro 
£ □ 



to 


cr 


O 

3 

•f, 

3 

era’ 

ZT 

fS 

ri 

CL 

r-^ 

X 

ft 


—< 

ii 

3 

©_ 

J 

n> 

El 

to’ 

< 

(ti 

o' 


n 


lyf 


CJ 

rt» 

to 


/»o 

CJ 


© 

BL 


r> 

C_ 

3 

o 

CO 

n> 

ora 



era 


3> 

”C 

ra 

era 

, Ov 

zs 

fJL 

z» 

*■ i 


o 

o 

X; 

U 

ere. 

U1 

fa. 


O 

to 

t-i 

o 

C 

rt 

% 


~o 

:3 

o 

5; 


o 

XJ 

o 

K 

0TQ 

r. : 

fx 

CL 


Ci5 

XJ 

1.4. 

to 

i/> 

r.i 



X 




I U 


D- 



http://legacy.library.ucsf.e8nflitii$^s!lfPii7al^ ucsf.edU/docs/rmgfDUni 


























































httpt;//legacy. I i brary. u csf. . i nd ustc^-djOjGjdkcri enta. u csf-ed u/docs/faaglUD01 . 




























































http://leqacvJibrarv.ucsf.e8o^Mtoti^g0Wi^JndustrvctoSiLTO£nts.ucsf.edu/docs/j^rQ£i]jaQQ1 

























h^t p ;//l eg acy. I i b rary. u csf. . i nd u stryclafiijugaje nts. ucsf. ed u/d o cs/r 1 







































• >34 - The first Drive-in movie theater 1938 - The strobe fight i 

opens in New Jersey. invented. 
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. 965 - Clothing ..ores l.gin selling miniskirts, 1970 - The 8-track becomes the 

the latest fashion craze. music format of choice. 
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1995f Microbreweries gain widespread recognition 1997 - photos of the Mars landscape 

; for their inventive beer recipes. Qre shown on the Internet. 
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Agenda for Came! Cash Brainstorming Meeting - Friday 10am - 12pm 


P^ an for Camel Cash 10 - a Camel Retrospective 
r :< ^^^i^rief on outcome of agency meeting 




to maximize the catalog 

„ r ffljhetoblc - Determine Logistics and Timing for Catak 
selection ?' - 
^-^oduction scheJlfPii 


p- - payment; use ofpS^^es and/or cash 
’^S^K^loc distributLQnl J 
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CAMEL CASH 
- THE LAST CATALOG - 





X OBJECTIVES: 

^jLJ^To give CAMEL CASH players one final chance to utilize their C-Notes and avoid 
vo1ume (toyalt $>loss due to piss-off 
^To get as many equit y pieces in-market as possible 
? )To defend against Marlboro’s anticipated last catalog 
t jlfTo continue to dt^ve competitive interaction with the Brand 

P LTo continue to evo],yj^;|^ rceptions of the brand - both from an authentic and “graphic 

' pleasure” standpoint 

To offset anticipated^pf^gram costs as much as possible 


id Competitive smokers 

5 

I 

Edge of the Mainstream 

..".1 

fiystique and classic heritage of the Brand 
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NCEPTS TO dEflggrPER: X' . 

tilize C-Notes on b^sg&g ^mbination of Cash and C-Notes V s ” 

^ pfe^dvertise the eatalhrp/.iajmedia inserts, carton inserts, promotional offers, etc, 

‘ the items via reUJHpSfc- 

rganize the catalq^A^leras of CAMEL history - from 1913 to 1998 (85 years) with a 
istorical blurb about each section 

aking the catalog itself exciting and collectible • higher quality items, paper, presentation 
it c. 
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CONFIDENTIAL - FTC DOCKET No. 9285 
ProdiKed to Federal Trade Commission pursuant to subpoena 
0££.F S6LTS dated June 6,1997. 
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Former |lf| Confidant Formulated Tobacco Industry’s Effective AdBlitz 


JBy Howard >. •.. ; 

g'gsKinglori Pp^jS^|SJ||iler ■•! ' .y ?' 

The quest^^^Qarter Eskew was 
as basic as they coibgptf the big tobacco 
companies pu|tteiygames on television 
commercials $ wpiifiil anyone believe 
them? \ 

So earlier this yelr, the man behind 
the media blitz that eventually helped 
kill the SenateffeM&bacco bill showed 
some test spool'd' 1§cus - groups. He 
became convinpsjyhat view^^KOuld 
be receptivel ; bC;%.^mple. slra^itior^ 
ward messa|en*wri from afl'TtraUstry 


kill the Senate* 
some test spof 
became conving 
be receptivql.il 
ward message; • 


Kwhose own publicists concede Is widely: 
■: ^ssed as evil. The next, step .was: 
:|;^M\virtcing his clients. ■ 

• “Tie industry, for. understandable, 
reasons, was extremely guh-$hy of any 
public communication,” Eskew 
■' sam. Still, he said; .“had we done one of 
.IlSill^ldummy' front groups, it Would 
Ijyfiyjeen a huge mistake.” < ■ • 

g rB t of the11 ads afred in April 
attempt to hide its sponsor^:' 
FTfSfpMorris Inc., R. J. Reynolds Tobac- 

S £&, Brown & JVilliamson Tobacco 
rp.j Larfltard Tobacco Co. and Unit- 
States Tbbacco Co. It was the opea- 






■■mi 




■xmm 


ing salvo in a $40 million nationwide 
television and radio campaign that 
changed the terms of the debate from an 
; effort to discourage teenage smoking to 
an expensive, heavy-handed exercise in 
.•government regulation.' :. 

; The campaign underscore© the con¬ 
tinuing clout of the cigarette industry, 
which turned to a longtime Democratic , 
operative to mastermind its big-bucks- 
campaign. It also marks a personal odys¬ 
sey for the 43-year-old Eskew, who has 
had to efjdure whispers yrathe’sbecome 

SeeESKEVM14;CW.T .'-Vi'. . 


rift wIt^Ms lonottoe Wend, Vice President Cere. 


Wjt 17 * 0 - 
ftp! n 
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Carter Eskew 
Switched 
And Fought 


ESKEW, Frorr.Al 


just another highly paid hired gun. 
"He certainly would not have 
awed to represent a client 
Aside our company,” said 
;juier, Eskew's former 
i!x at a Democratic consulting 
yrepresents the American 
iety. Noting Eskew's 
to proper diet and exer- 
ier said: “It’s cert^jnly 
■ a health addict out 
nes shilling for the 

shes off such criti4$sn^° 
re’s a level of romantte 
a search for heroel in 
at can be very 
i very devastating 
End out they have feet of da; 
they Jose,” he said. But, he add' 
co’jld-::a®St : 'work with a con 
clienfMierit didnl 
with was a 
^^a^Ibom-an- 
who grew up h 






appo: 

Bore 



on- political coi 
B31 Clinton’s 1992 
dwvas an early confidant 
ee years ago, how' 
ocratic politics foryfrc 
>wn world of corporate 
moving into the 
;M Street offices ol 
er Miller Group, 
frustrated by politi* 

... gue said. “He 
are money.-He wani 
"*H^ts’ ! wh’d''a|>p'edated 



IDemocratio senatots- as-. 
Lieberman, David Pryor 
jsscr was working his 
5 c for pharmaceutical 
companies, cable television net¬ 
works and Microsoft. 

Eskew's tobacco mission has cre¬ 
ated a rift with Vice President Gore, 
whom Eskew has known since both 
worked at the Nashville Tennesse¬ 
an in the 1970s- Gore and the White 
House have been championing the 
tobacco bill, and the vice president 
is said to be irritated. 


“I have not talked to AJ about 
this.” Eskew said. ‘I can’t imagine 
he’d be thrilled about it. 1 think he 
accepts that I have a new career. 

I'm also here to make a living and 

represent clients.” 

Eskew's former partneC Demo¬ 
cratic consul^t.^w'dyiGmnwald ,-;' 
said’ES^w's’role wa§ Wsier before - 
the iladustry 1 walked away' 

from the 1997 deal that was all but 
embraced by the White House. “He 
signed on to sell a settlement,, 
agreed'to by Dempcr^aroyhdthe,’ 
country," she sald-,'.“mnje toba6y> ' 
industry walked ’Stjre^ 

became awkward wmhd^tijrn , cs.*..'j 
Bill Noveflfra fortftprpiibuc i^af^ 
tions executive wh'di'fouad^ the. 
Campaign for TobicdtkFrefe’ ^ids, 
said operatives Eke^Eak^w 

_y good at rationalizing. When, 

you get the hourly rate&find month-, 
ly fees they get, it contributes t$ the: 
Rationalization." Eskew, for his. 
art, says he made more..money : ( 
-om political campa3gns r .:,.",.:■ 

^ When he first took'ot^yhat.the 
inn dubbed Project Efue,. Eskew' 
as strongly in favofof the comprOn 
ise deal last Jwie ^aV. yrotild 
.„nalize the mdustry.ah'arAise^ci^.vl; 
ette taxes while boosting federal ! ! 
egulation of tobacco^ a$F Suiting 1 
the industry’s legal liability. He 
roduced mostly print ads in favor 
f the settlement. 

By December, though, Eskew 
is arguing in a strategy memo 
hat if the deal collapsed, the ciga- 
ette companies could say that “pol- 
ticians played politics and made a 
ess” of things. 

That would become his mantra, 
e tobacco companies announced 
n April 8 that they would fight the 
easure sponsored by Sen. John 
cCain OR-Ariz.), after the price 
g went up and most of the legal 
protections were dropped from the 
original compromise. Eskew had to 
scramble to put together an ad, 
although he, jja&heen testing mes¬ 
sages and rpugwcutf for months. 
The first spoValred fivh days latter. 

Eskew is the first to admit that 
“the other ..sid&'-.has' a powerful 
argume$fr^hat‘this is about kids 
versus Big’.Tobacco,.about saving, 
lives” His challenge was to change^ 
the terms .^Ifi&'debate, and be c^S' 
it by drawSigibh his'politiCal ekf>e- 
rience and what he called a “tried 
and true theme”: Blame Washing¬ 
ton. A..-, 



“Washington; has gone haywire, 
proposing the/s&me old tax and 
spend,” the ad said, with nothing 
more than black type - -against a 

white background. “Half a trillion 

dollars in new taxes ... 17 new 
government bureaucracies. Ciga¬ 
rettes up to $5 a pack ... Huge job 

losses among farmers, retailers and 

small businesses." 

One ad declared that "Washing¬ 
ton has gone cuckoo again," com¬ 
plete with a noisy cuckoo clock; 
another pronounced the bill 
“Christmas in Washington.” Eskew 
cranked up the rhetoric further, 
saying that “the politicians in Wash¬ 
ington are voting to destroy our 
way of life,” 

' As in most political ads, there ■ 
' were subtle distortions. The mas¬ 
sive . “new taxes,” , , for example, 
y^ould fall only on those who buy 
cigarettes. The $500 billion in taxes. 
over 25 years became $800 billion. 

Soon the ad campaign resorted 
to old-fashioned scare tactics. To 
hammer home the argument that 
the bill would' create a massive 
black market in cigarettes, a Cana¬ 
dian mayor told viewers that his 
town was invaded by smugglers 
who "threatened my life and the 
lives of my family.... Td hate to see 
that same thing happen to your 
town.” Another spot featured night¬ 
time footage of swarming police as 
the narrator warned: “Washington 
is creating a serious new law en- 
.forceniertt problem.” 

It was very much like a fast-paced 
political campaign, with two critical 
exceptions; Since the public health 
groups supporting the McCain bill 
did not have the money for televi¬ 
sion spots, Eskew had die airwaves 
to himself. And his client was not a 
candidate but a coaKtion of major 
corporations that had to decide 
K«Ad>wedcv4iett^' to keep pouring 
(ff ibji^ions into die campaign. * 

’ qrlRaftihg.a message that would 
public and satisfy 
’ ; ^sv>-ers apd executives of five to 
b&cbo companies was hot an easy 
Vtakk/ 'said a tobacco lobbyist who 
. worked,\yith. Eskew. ^e was cre- 
: a ting commercials and having them 

‘ reviewed. , by several conjmit- 
v.te^V$;kut Carter is not bashful 
V; anddoesh’t mind speaking up.” 

■'Ifr^Said'iCrunwald: “In a business 
\vfaefe .people are always falling 
' apart under stress, he always seems 
relaxed in chaos." 
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r ; Eskew was well aware that the 
booming economy bad dissipated 
some of the anger toward Wash¬ 
ington that he was trying to tap, 
tie ads seemed to resonate, 
nore than 150,000 people 
Fthe toll-free number listed in 
‘spots. 

„ 3 save money, Eskew's firm 
Washington, New York 
i Angeles media buys as too 
Bive. This also had t$eeffect, 
ig the campaign ldw ca^ ii 
radar' screen, sin^most' 
'reporters never s@w thes. 




li/which ;] 
sidentClinton'^ 

Buti 

Sfob| f:of|^^ers 
^.ul6rr^^^^^nce 1 
\/$£ftatotf, ah^)#s&fedted 

’ to influence] 
kefs:.., 

message is bounced o| 

-the satellite 
reap people—and com^ 
ember," he said, 
knows the cigarettfe 
unpopular and 
advertising will 
he has developed 
fetic view of his cbenlf 
jjet personally committed 

Dple you’re working with, 14 
“You develop friendships 
ifionships. It’s not a faceless, 
1 thing." 








FOR^^^^INFORMATION ^ 

To read about, the tobacco 
industry's $40 million ad 
campaign, click on the above 
symbol on the front page of 

ThePost's Web site at 

unow.washingtonpost.com 


THtWAjHlHCTOM POST 

The .740 million ad blitz Eskew developed to defeat the Senate’s tobacco bill 
concentrated on the tested theme of bfamTng a Washington "gone haywire” 


for the possibility of hugenew taxes and govejrimiept bureaucracies. 
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EM-McAtee 
0. C Pennell 
ML It Saved* 

R. M. Sander* 

S. It Stf*w*bur| 




an adult 




& 


acU^^pd i 


policy ltd thM of te min iod wttiy Ikm booi thti vi 
id* only »o adult tmokert btnw we firmly bdkve that t m ok ia g 
Aren tbould not amoke. 

t- 

|W yean of age or older tad nnnfiaar to aapport toduftty effort* 
biting the tale of cigarette* to pertont under it year* of age a* 
arogranu intended to d it oourag e u nd rrtgr tmofciug- 


■me define *dy||ut thote feeing W yean of age or older IM rnnf laa r to aapport tadurtry effort* 
iikua and It355c UwtpQtojfel iing the tale of c ig arett e* to paraon* —dec It yean of age a* 
sSjltl a* a wiJi ^amt ry of other program* intended to dboourage mdcnfe a moking. 

«ssss* r f jfcjggggggjgggrfSjf 

We have been very candid in cwr public tutemetMt to the effect that we advert!** ccnaia of our 
: i#indt to smokers IS yt#**.«f'tie and older. Thfe fa entirely ccnafatork nfah our view (and the 
: :!*w of moat *tate») that 18-ypar-pld* are adulu for purpoae* of the purebue of cigarette*. 

Se Cigarette Advcnuing and Promotion Code, a* it ba* evolved over time, contain* a number 
^dfWovifion* which are age-specific. For example, models mart be and appear to be 25 or 
LeWer, we do not advertise in publication* directed primarily to fhoa* under Tt, and ear three* 
mail and templing acdvitic* arc rcatricled to la dwt 21 or older. Theat p ao riri oo* la Our 
mtuniMry code have been the aouree of tome ooefudon o u tri de the Comp*ay became they have 
sheen mfainterpreted to prohibit gat marketing eecMtiet directed to penoa* under 2t 


ow compe tito r* in their public a utem enl t admit that they ndxrtiae or promote their 
product* to anyone under 2i. The fact that our pobfie tU liat a U on tfeh tana dUfer from our r 

competitor** and, oa the turfaoe might appear laoooriatce * u4tk tit menu of the Cigarette pc' 
Advertiaing and Promotion Code, hat not gone unnotked by our adrtnark*. la fact, a rimilar / vn 
ittvc wit ratted recently by an apparently welMntcatiooed ihtrthoidr r at onr tnontl mooting, X 


"We work tor emokotg.*' 


UMI SIM 


E*HiBn> 
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Date: y j 

Rptn sjy 
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M*y 26. IW2 
r*gc 2 


|Jndcr these circumstances, Jim Johnston, Dave laueo, Ernie Fscfceirnan and I hive oonduded 
Shat ii would be in our long-term beat interests 10 join (he rink* of our competitors and limit 
our advertising and marketing efforti to smoker* 21 years of age and older. We don't believe 
for a minute that ihU wilt alienee our adversaries in their attempts to misrepresent our motives 
-' the effect of our advertising. We do feel that h win blunt thil point of attack and provide us 
with a three-year ‘cushion' that can be used in response to claim I that we’re after the underage 
#>*rket. i ■ - 



Since all of our direct i 
limited to 21 and above 


wtSetfng. sampling and most of our promotional activities are already 
what this means, as a practical mailer, la the following: 


Ail brand posiii bni.r|^jljj iemei>tt (hat currently reflect audi ence s below the age of 
21 thould be rev^r^c fleet audicooes whkfc are2i of older. gMynrnf:. fXf»v*»tu;, 

i i • 2 *f 

All of our advtrfmrpSgpndei that are currently working on braodshlyte* with 
audiences belowJkshpuld be promptly advised that the avdknoe has been 
reviscdMtff or above arid that any work-in-progr es s should, to the eseteat 
nceesmsy^e rented *-> reflect this c t oo* W an in g- ■-— 


ipuctcd with the purpose of developing our marketing > 
aging, promotion, advertising) of anhindng the appeal of 
inducted only among awoken 21 and above. — 



adolti 


nderttand and trade the cigarette category and the performance 
>f our oompcUtor* cam no n tksn to be con do ne d among ah 


view panel should be advised of this policy 


imroertajert and instructed to factor it into hi wort. 



feww our 


pit ensure that ell oui 
ciicable. 


|gf>fohibiu our *&vcrtkia$ to pw Hta fan dbte^d 
r 21,1 would suggest that we aiao take lUt opportunity to 


ng materials/ai 


with this policy as sooo as 


w- 


James C Schroer 


J. W. Johnston 
E- J. Fackelman 
D. N, laueo 


92M01239 
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R.J.Reynolds Tobacco Company 
VVur.Uiii K.ill.in M 0 .'/l-.l.' • 

I -1 I ‘I i I .lit H» 


InSnl 



September 9, 1966 


ngo Hardware 
5 South Street 
aker City, Ohio 

ntlemen* 

ase accept 
rms of our 


Wf, law, cigar 
older. By co 
jinokers 21 ye 



43773 


apologies Cor any confusion regarding the 

s. 

can be sold to anyone 18 years of age or 
policy, we limit our promotions to 
f age or older. 




ro*; even some of the most Innocently motivated 
fryche tobacco industry are too often 
devious attempt on our part to appeal to the 
^ia$refore, although the legal age is 16, or 
er, compan^UgOp.^icy prohibits advertising or promoting our 
acco products to persona under 21 years of age. 

a retailerpUfsaui are entitled to sell to anyone 16 or 
ler, but yo^cApnot allow them to use our coupons unless 
>y are 21 of older. 


trust you 
cerely, 




stand our position in this matter. 
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